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SUBJECT Times Article Regarding Oil Exploration in Arabian Peninsula 


| The Embassy believes that the Department, as well as Jidda 
and Dhahran, will be interested in the enclosed article which 
appeared in today's Times "from our Special Correspondent lately 
on the Trucial Coast", reparding oil exploration in the srabian 
Peninsula, especially in the Trucial Stheikhdoms and Oman. 





The article vives details regarding IPC operations at Cezira 
and luurban in Abu Dhabi and at dvebel Fahud in Oman and points out 
thet these operations have increased the importance of the 
determinntion of boundaries in this region. 


For the Ambassador: 


CRipduithor <l). 


° a = o 
First Secretary of imbassy. 
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pondent lately on the Trucial Coast 


The ail industry, well established by 
now on the great producing fields along 
the Persian Gulf,’ is extending the 
search for. new fields widely across 
Arabia. Exploration rights in this region 
are often not precisely delimited, since 
the rulers who grant them are not always 
sure where their territories begin or end. 
To draw frontiers across arid desert 
spaces seemed no doubt pointless in the 
past, but it has become important now. 
The discovery of Arabia as an oil-bear- 
ing region has started a process of poli- 
tical crystallization, which is not yet 
complete. 


An example is the arbitration between 
the Kingdom of Saudi Arabia and the 
Sheikhdom of Abu Dhabi, the most ex- 
tensive of the seven trucial sheikhdoms which 
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lie between Qatar, where there is an oilfield 
in production, and the Sultanate of Muscat 
and Oman. 

The Saudi dispute with Abu Dhabi, in 
which Britain is involved as protecting Power 
of the sheikhdoms, came a head at.the 
Buraimi oasis, but it has opted wider, and 
the present arbitration em rapes the whole 
borderland between the two States. ‘At the 
western extremity the Saudi Arabians are 
anxious to secure a stretch of coast wi 
peg dee =a ores Abu ny 
and Qatar. Any of this land may contg 
oil, So, indeed, may the waters off -the 
coast. Various companies hold marine 
cession rights from the different rulers. and 
are at work exploring the sea-bed of the | 
Persian Gulf. Thus a marine ig: opera- 
lion is now being conducted by.a Shelf-party 
off Qatar, with a wealth of technical resource. 


American parties are at work in the Saudi 
Arabian interior. 


A BARGAINING POINT 

Often it is difficult to tell where political 
aspirations follow, and where they prompt, 
industrial activity. Certainly the Arab 
rulers have more reason than ever before 
to interest themselves in frontiers, territorial 
claims, and rights over off-shore waters. 
Through many centuries they and their 
peoples have been poor. jn the last decade 
or so, vast wealth has beea showered upon 
a few of them. No one knows where the 
shower of gold may fall next. 

An associate of the Iraq Petroleum Com- 



















‘ of it by road from Dugm. 


the air. This aerial survey enabled a large 
area of Oman to be mapped for the first 
time in detail, and indicated Jebel Fahud as 
a hill structure of the type, well known in 
Petroleum textbooks, which may contain oil 
It was here that the company decided to 
establish itself with a view to drilling an 
exploration well. Jebel Fahud is an outcrop 
in a stony, waterless desert with a subsoil of 
soft sand impregnated with salt. The neigh- 
bourhood was uninhabited, and is, indeed 
almost totally innocent of animal life. 

The company decided to approach Jebel 
Fahud from the Indian Ocean instead of by 
the more obvious route from the north, 
across which the disputed oasis of Buraimi 
lay. A stand-still agreement at Buraimi 
excludes all but local traffic until the arbitra 
tion tribunal has finished its work. The 
Sultan has given every support and 
encouragement to the operation and has 
arranged for its protection by his own levies 

BEACH LANDING 

After a search of six months for the mos 
suitable landing place, a geological and geo 
physical party went ashore from landing 
craft in February, 1954, at Duqm, a shallow 
bay some distance south-west from Masira 
Island, about 300 miles from Fahud (abou 
200 miles by air). Supplied by landing-craft 
and occupying themselves in geological sur 
vey and the establishment of friendly rela 
tions with the local people, fishermen, and 
desert herdsmen, and their sheikhs, they spent 
the spring and summer there. In October 
after a journey skirting a high escarpment 
inland and then striking northward across the 
desert by compass, they established a tented 
desert by compass, they established a camp 
at Fahud, and another at Ibri to the north 
where the Sultan's representative resides 

Landing strips have been made at [bri and 
Fahud, and a regular air charter service 
brings supplies and men down from Qatat 
the nearest producing field, to the drilling 
site and to the beachhead base. Some 6,000 
tons of material, including a great weight 
of drill-pipe and a rig capable of boring to 
10,000 feet, will have to be brought in, most 
A roadmaking 
team with powerful equipment is working 





‘| its way over the route. 


The beachhead is exposed to the Indian 
Ocean, and the monsoon has stopped land 
ings of material there from May until, prob 
ably, October. Work is going on with au 
borne supplies, and the engineers expect that 
the rig will be complete and ready to drill in 
the first weeks of the new year. They have 
been well received in all these parts, helped 
and made welcome by the peoples around 
their camps and along their route 





pany, holding the land concessions over the . 


principalities from Qatar to Muscat in which 
Briti influence. prevails, is drilling at 


Gezira, in the Abu Dhabi sheikhdom, after | 


completing a well 110 miles to the east in 
4 the same territory, at Murban. The Murban 
well yielded some traces of oil and left the 
company poring over a technical puzzle. 
No doubt there will be more drilling at 
Murban. This, fortunately, is undisputed 
land. Gezira, the present drilling site, was 
inchided ty Ror wet arpbinns in. their 
| latest and boldest territ aim; though 
perhaps only as a bargaining point. 
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Action % ot Control: 15587 1 
NEA ere Rec'd: June 30, 1955 eS 
FROM: Jidda 8:36 acm o4” 

Info / \ PE 
RMR VO Searetary of State \ 00 
aie NO: 503, June 30, 10 a.m. 00 
G. i O) 
‘1 > 
ss SENT DEPARTMENT 583; DAMASCUS 27, CAIRO 76, DHAHRAN 262 D 
MA FROM JENKINS DHAHRAN ol 
nie PLEASE PASS AMBASSADOR ON 
~ 
i Syrian Minister Finance and Economy Fakhir Kayyali with Husian— 0) 
ARMY ‘sawwaf and two aides arrived Jidda June 27. " Pf 
aay Kayyali's quest, according informed Saudi sources: _ 
DCL 1. Obtain approval Syria default on payment present installment Ol 


due SAG for previous loan. 

2. Propose new $10 million Saudi loan to Syria. 

3. Persuade SAG pay 40 percent budget joint defense force 
envisioned under proposed ESS Pact. Egypt reportedly refused 
similar Syrfan proposal pay 40 percent. 


Kayyali now at Taif awaiting King's return from tour southern 
He jaz villages. 
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roy. 10: Secretary of State oy 
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nee ® 
) GENT DEPARTMENT 43; REPEATED tNFORMATION CAIRO 2, DAMASCUS 1, mS 
OMSA 6) gi 
Ie yn 
OL! EMBTEL 583. ' a ® 
7 ™~ée 
G | A SYRIAN MINISTER ECONOMY AND ACTING FOREIGN MINISTER Ff AKHIR N 
oe KAYYAWIL, WITH DIRECTOR GENERAL MINISTRY ECONOMY HWUSNE SAWWAI a 
AAI , , P 5 ‘ ‘ 
nayy VISETED TATP JUNI 28-JULY 2, JiDDA JULY 3 AND LEFT FOR ae 
hii CAERO JULY 4, ay) 
Du LEBANESE MINISTER {NFORMS ME HE LEARNED ,FROM SYRIAN AMBASSADOR 
[Ali DISCUSSIONS DEALT PRIMARILY WITH DEVELOPMENT SYRIAN 
EXPORTS TO SAUDI ARABIAL DELEGATION EXPLAINED SYRIA THREATENED 
BY ECONOMIC CRISIS AS RESULT CROP FAILURE FROM DROUGHT. 
KING SAUD PROMISED ALL POSSIBLE FACILITIES FOR IMPORTAT!O 
SYRIAN PRODUCTS AND, MORE IMPORTANT FXCLUSI VE IMPORT FROM 
YRIA OF CERTAIN ARTICLES IN ACCORD LIST TO BE DRAWN UP Al TLR 
| URTHER STUDY. 
ACCORDING SAME SOURCE, DISCUSSIONS ALSO DEALT Wi TH] ECONOMI< 
CLAUSES DRAFT ESS PACT IN WHICH CONNECTION KING SAID HE WAS 
ki ADY SIGN ANY DRAFT ON WHICH SYRIAN DELEGATION COULD AGRE 
WiThi EGYPTIAN GOVERNMENT . 
KING ALSO REPORTED TO HAVE SAID HE WOULD CONS) DEREQULSTION Ol 
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DEPARTMENT OF STATE 


Memorandum of Conversation : 


DATE: July 21, 1945 o 


SUBJECT: jiecent Develonnents in the Onassis Case 


PARTICIPANTS: tir. John Case, lixeeutive Vice President, Socony l.obil Oil Company 
Admiral Thomas Kelly, Was!:ington Representative, Socony Mobil 
- lr. Robert Murphy, Deputy Under Secretary : 
lr. Stephen P. Dorsey, Deputy Director, NE 
(2) 





COPIES To; NFA(cc), ME(cc), G(cc), NE FRC, L, Amembassy J 
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Mir. Case called to inform hr. hurphy of the latest Seiclecuente in the Onassis . 
case. He said that although the Company's lawyers had opposed any direct approach 
to the Ssudi Government in an effort to solve the Onassis case, it had been decided 
the previous day to send word to Mr. Davies to proceed in accordance with the sug-— Oo 
restion of the Saudi Government's lawyer regarding a possible approach to the King 
in order to effect a settlement. While Socony Mobil feels that a third party suemeciel 
might be preferable, it is agreeable to direct nefoiation at this time as it would ~| 
still be possible to fall back to the other course of action. In this connection, 1 


Mr. Case rentioned Foreign lhinister Fawzi's offer to assist in the solution of the CARE 





He went on to say that a cable had been received only that morning reporting a 
suggestion of Finance Minister Soroor to Mr. Ohliger that representatives from the 
Company and the Government ret together and reach a solution to the problem. Appar- 
ently the Saudis now contemplate buying a certain number of ships from Onassis and 
hope to get Aramco to operate them under an arrangement which would entirely eliminate 
the obnoxious preferential arrangement in the Onassis agreement. Mr. lurphy commented 
on the great advantages of direct negotiation and mentioned his understanding that 
both Shell and Skouras offers to buy the Onassis fleet are now dead. He asked Mr. 
Case whether he felt reassured by recent developments to which the latter replied 
affirmatively. Mr. Murphy added that he had personally feared the outcome of arbi- 
tration in view of the complications which the Gompany would face in its future deal- 
ings with the monarchy even ti:ough it won its case. 


Sey 

In reply to a question by Mr. Dorsey as to the time schedule of possible nego- — 
timtions, Mr. Case said that he expected kr. Ohliger to arrive in the United States S 

» fon the following Monday, and that there was no reason why negotiations equd not be e 
, undertaken relatively quickly. a a c 
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Nr. Duce made tre sare inzormctiin available to he. Ga> Iater in the day. 
te also said that Onassis had now offered to sel] his flect to Standerd Oil of 
Kew Jevscy for “120,000,000 ——- a figure considered to le about 10 percent too 
hirh. iir. Duce thin’s that if no settlement is made in th: meantime as a result 
of tne type of nerotiation rentioned ahove, arbitration may ~et underway in about 
a nonth, may drar on: for a Jonr time and accomplish littie. It is believed that 
1a. Duce would not be surprised if a settlement resultea from neroti:tion in the 
moantine. 
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/ DATE: August 12, 1955 
es % 
SUBJECT: / Possible Saudi Arabian Protest Over Socony Business in Israel. 
PARTICIPANTS: Mr. John Case, Vice President, Standard 011 Company of New York 
Mr. Austin T. Foster, General’ Counsel, SOCONY 
Mr. John D. Jernegan, 
Mr. David D. Newson, NE 
ctepiniis wee NEA, NE, ‘eh, rs, oLr(2), 3 , Beirut, Tehrafi, Tel Aviv, 
ra NEAR EAST, SOUTH ASIAN AND 
r ‘q) AFRICAN AFFAIRS 
# 5 is RECEIVED 
lai UG 17 1955 
bw 2! 
OFFICE OF THE ASSIS al RETA 1— 1498 
Mr. Foster reported that ARAMOO had been approached by Mohammed 
Turaiki, Petroleum Adviser in the Eastern ° Socony 's O 
operations in Israel. As a result, Socony, one of the t companies — 
of ARAMDO, cted a formal Saudi Arabian demand to give uw ite operations ™ 


dn Israel if t is to continue to take Saudi Arabian crude and to market A% 
4t in Arab countries, 


Mr. Foster said that the business in Israel has been a “headache." 
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After reviewing the Department's prior experience with such cases, 


Mr. Jernegan said it was not impossible for our representatives in Saudi 


He said he would be glad to ask Ambassador 


Arabia to discuss such a matter in a friendly way, although it might not 


necessarily be effective. 


postponed and, perhaps, never be issued. 


would have to consult with others in the Department 
cony what action to take if the letter was actually 
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representatives that it would be a bad 
the face of a threat. 
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receive from other Arab states in 
e Of all the states, he felt 
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bil 


» he pointed out, might 


operations there. 


the Socony representatives would 


t 
Department informed and the Department would instruct Ambassador 
rth to consult with Arameo officials in Sauii Arabia. 
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Socony representatives informed Department August 12 Turaiki teld ‘raneo 
representatives SAG considering issuing letter requiring Socony give 


00 
petroleum products distribution business Israel or stop taking Saniii crude Hs 
and marketing products in Arab states, While Socony business in Iereel - 
apparently marginal operation, beth company and Departuent feel giving {t wp Oi 
1 tnt Retna deme teen Rid el ea eee seated, Some 
feels that if Saudi embargo imposed only losers would be Arameo end SAG o 
which would miss revenue, Secony can make up crue loss elsewhere. ie 
boycott of Socony produsts by other Arab states would be more serious, = 

| 


| Consult with Aremee representatives Jidéa end, if you end Aremee think 
(Offices it desirable, informally with SAG officials to determine whether action can 
- be taken to prevent formal demand. ze Taree. Gage Se prepentedy, sivian 
immediately) together vith your thoughts re afvisability possible formal 


approsch SAG, —s /.) SAYLLES : 
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\ —_-—-~ 
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DEPARTMENT OF STATE 


Memorandum of Conversation 
(Telephone ) 


DATE: Au;715+ pas 4955 


Letter of United Petroleum Carriers, inc. (Onassis) 
Concsrning Nemoval ot Shipe from Sauci Arilacn Black List 


PARTICIPANTS: Vr. Fatrick i. Cooney, Attorney, Admiralty ond Shipping 


COPIES TO: 


section, Civil Vavisies, Jorertment “f wustice 
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Wy o= Mr. Deuolia 
TPC = rr, Klemmer 
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In a recent discussion with Mr. DeGolia, NE, of the letter 
wnien tne Department hes received from United Petroleum Carriers, 
Inc., inguiring whit the company mipzht do to get its name removed 
from tne Saudi Arabian black list, we agreed that, in view of tne 
suit which Justice has pending against A. S. Onassis, owner of 
United Petroleum Car ‘iers, Inc., I showld call Justice to determine 
Juctice's attitude tovard the reply to be made to the letter. 


I talked this matter over with Mr. Cooney this afternoon. ile 
caid that no agreement had been finalized ‘or settlement of Justice's 
civil suit cgainst Onassis. There might be such a settlement to- 
morrow, the next day, or not at all. He thought thet any proposed 
reply to Onassis which inany way sight assist him would give rise 
to »robleme for the Department in connection with the over-all 
prob lem reyarding the Onassis agreement with Saudi Arabia but that 
it would not make any difference to Justice from the standpoint of = 
its civil suit what kind of 2 reply is made. a 
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Department informed ARAMCO representative Jidda has letter signed by 
Tariki informing Secony it must choose between “cooperating with Israel and 
with the Kingdem of Sauii drabia and the ether Arab states." Letter further,, 
states if company insists on maintaining Isree] branch it must be prepared 7) 
cease business relations with Saudi Arabia and “must be aware of the fact 
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the Government eannot allow it to contimme as owner of ten percent of share 


of ARANCO," . 
Department would appreciate soonest, following consultation ARANEO 


representatives, your recommendation pessible course of 
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: gr CONFIDENTIAL 
Action ( ) Control: L207 4 
NEA a 4 Rec'd: August 23, 1955 
FROM: Jidda 11:04 at. rFoas 
Info o 5 Bo 
RMR 10: Secretary of State 8 3 
KUR NO: 69, August 20, 10 a.m. [ 
| ‘ 
I OO: 
! aE 
OL] Department's telegram %2, August 16. _ e 
t 
U1 Formal demand presented in letter of August 10th from Tariki nD os 
ARAMCO Jidda stating: oi a] 
(1) ARAMCO should inform SOCONY "it will have to choose between?! : 
cooperation with Israel and with SAG and other Arab states;" =i o 
2 
(2) Should SOCONY "insist on maintaining its branch in Israel, ms 
it must be prepared to cease its relations with SAG becaue it N) 
will be prevented from carrying on any activities" here; O 
(4) If SOCONY "insists on its attitude it must be aware of a 
fact SAG cannot allow it to continue as owner of ten percent 
of ARAMCO shares." 
Embassy believes formal approach by it now would only result 
in stiffening on part SAG. Knight of ARAMCO who in Owen's 
absence has been handling latter with Tariki tells me it will 
be extremely difficult to obtain withdrawal of letter, since 
it was written by Tariki under instructions Minister Finance 
and National Economy Surur, who was acting on Royal Diwan 
orders, and letter has, had intra-SAG distribution. However, 
ARAMCO continuing explore possibilities on informal basis. 
Embassy will follow closely and report. ry 
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FROMAmerican Consulate General, Dhahran 22 | 
THE DEPARTMENT OF STATE, WASHINGTON. August 35 1.955 ME. 3 
UATE | teal ee nee 
D * Ow 
REF: CERP B-2, nber 19, 1952 ta 
b= > 
+ DEPT = en S 
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lh 
Re - : i 
Com: lO  OSD- TAR 2 GUsh-6- WAVY -S| 3 
suBsect: ARAMCO Tax and Royalty Payments - Second Quarter 1955 ~ 
@.* 
Following is a tabulation of the gross tax and royalty payments made by the @ 
Arabian American Oil Company (ARAMCO) to the Government of Saudi Arabia from AprilO) '& 
through June, 1955. These figures have been made available by ARAMCO to the Con- > J 
culate General on a confidential basis, Payments are made at official rates of * ™& 
exchange on the day of payment. Ns 
Ol 
TABLE - ARABIAN AMERICAN OIL COMPANY GROSS TAK AND ROYALTY PAYMENTS O] 
TO THE SAUDI ARABIAN GOVERNMENT, APRIL THROUGH JUNE 1955 = 
( U. S. dollars or equivalent) 00 
Compa ny Income Tax Additional Company Ineqie 
Month Royalty on 1 Income Tax - Jan. iaetls Oct. 325 953 
April 1955 $6,696,487 $12,366,667 “ $2,300,000 | 34.9 
i Or ae 
May 1955 6,399,953 12,366,667 3,100,000 " 
June 1955 6,458,070 12,055,416 2, 500,000 


Oo a 
An officer of the Arabian American Oil Company's Treasurer's Department has 


arranged with the Consulate General to provide in a more compact form the statistics 


required by the CERP schedule under reference. Ona single printed sheet headed 
"PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT" the company summarizes each 
month the gross amounts of tax and royalty payments, total deductions, and net 
funds received directly by the Government from ARAMCO. j 

giving the distribution of payments by currencies. 


Not only is additional information provided on the new data sheet, but it will 
also be available earlier than the former data which was prepared especially for 
the Consulate General. Certain details of individual payments, such as the names 
of the banks concerned and the date of payment, are not included, but these are not 
believed to be sufficiently important to outweigh the advantages of the new form. 


When the company proposed the change in the data supplied, the Consulate Céad 


| eral requested additional copies for submission to the Department and to the ee 
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Also included is a statement 
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Page «K of 


Page of 


Desp. No. 22 | CONFIDENTIAL Encl. No 
From Dhahran 8/23/55 (Clas stficattoy } Desp. No. 


From, 


in Jidda, The company was reluctant to supply any extra copies whatever, but 
agreed to furnish one extra copy to be sent to the Embassy. Thus there will 
continue to be only three copies of the data shwet for forwarding to the Depart-— 
ment. The gross amounts paid, now available in dollars instead of partly in we 
Gold Pounds, will continue to be reported in the covering despatch. 


One item in the data sheet may not be self-explamatory. The entry "Assign- 
ment out of Company Income Tax" refers, according to company officials, to pay- 
ments on loans made by various banks to the Saudi Government against future tax 
payments by the company. These items can be identified in the previous statis- 
tical summaries furnished by the company as follows: under tax payments, some 
items were listed as "paid through" a bank and others as "paid" a certain bank. 
The former are payments directly to the Saudi Government and the latter are the 
"assignments out of company income tax", 


Enclosed are detailed figures for April and May payments in the old form 


-and figures for June on the new data sheet. For comparison purposes and for the 


information of end users who may not receive one of the three copies of the new 
data sheet, the May sheet (which the Consulate General has received in single 
copy only) has been copied as a reproducible enclosure to this despatch (No. 4). 


For the Consul General; 
é Pe 
he : i 
theodore A. Wahl 
Vice Consul 


CC: AMEMBASSY, JIDDA 
ENCLOSURES : 


1. Summary of payments in April (3 copies to Dept.) 

2. Summary of payments in May (3 copies to Dept.) 

3. Data sheet "Payments and charges to the Saudi Arab Government" 
for June, 1955 (3 copies to Dept.; 1 copy to Jidda) 

4. Copy of data sheet for May, 1955 (reproducible copy) 


nd 


CC: AKEMBASSY, JIDDA 
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Enclosure No. “i to 


: Bespatch No. oe Qo dated 
ARABIAN AMERICAN OIL COMPANY = AUG 23 1955... trom 
s CORPORATION American Consulate Seer. 
DHAHRAN Dhahran, sel 


SAUDI ARABIA 


May 16, 1955 


R.S. HAWKEY 


ASSISTANT TREASURER 


Consul General 
American Consulate General 
Dhahran, Saudi Arabia 


Dear Sir: 


The following confidential information is presented to 
you in accordance with our letter to you dated July 28, 1952: 


Royalty 


March royalty totaled LG 812,710.0856 and net payments 
were $3,022,364.49 paid on April 19, 1955, and L Stg. 1,097,901 
paid on April 22, 1955. Detail of deductions and payments is con- 
tained in the attached copy of the Monthly Statement of Royalty 
Payments to SAG. 


1954 SAG Tax 


The following payments were made in April, 1955, as the 
eighth payment of tax on 1954 earnings: 


U. S. Dollars paid through Chase Manhattan Bank, 
New York, April 15, 1955 $ 3,836,060.00 


U. S. Dollars paid through Guaranty Trust 
Company, New York, April 15, 1955 3,836,060 .00 


Pounds Sterling 579-989-5-9 paid through 
National Provincial Bank, London, April 15, 
1955, equivalent at $2.80 per Pound Sterling 1,623,970.00 


French Francs 24,701,950 paid through Guaranty 
Trust Company, Paris, April 15, 1955, 
equivalent at French Francs 350 per U. S. Dollar 70,577.00 


U. S. Dollars paid Netherlands Trading Society, 
New York, April 15, 1955 500 , OOO .00 


U. S. Dollars paid Chase Manhattan Bank, New York, 
April 15, 1955 1,250,000.00 


U. S. Dollars paid Guaranty Trust Company, 
New York, April 15, 1955 1,250,000 .00 


$12, 366, 667.00 


Consul General 


1952-1953 SAG Tax 


U. S. Dollars paid through Chase Manhattan Bank, 
New York, April 15, 


U. S. Dollars paid through Guaranty Trust Company. 
New York, April 15, 


Pounds Sterling 440,511-8-7 paid through National 


1955 


1955 


Provincial Bank, London, 
equivalent at $2.80 per Pound Sterling 


U. S. Dollars paid Irving Trust Company, New York, 


April 15, 


WMH: flm 


Attachment 


1955 


April 15, 


1955, 


May 16, 1955 


$ 33,284.00 


33, 284 .00 


1, 233,432.00 


1,000,000 ,00 


$2, 300, 000,00 


Yours very truly, 


W, 


M. 


HASTINGS 


ARABIAN AMERICAN OIL COMPANY 


STATEMENT OF PAYMENT OF ACCRUED ROYALTY 


FOR MARCH 1955 


Royalty accrued in accordance with Statement 
of Accrued Royalty for March 1955 


U. Se Dollars deducted against amount accrued 

during March 1955 for repayment of 1955 incre- 
ment of Export-Import Bank loan in accordance 

with Debit/Credit Advice No. 228 (SAG) in the 

amount of $100,000.00 equivalent, at the rate 

of $8.2397 per gold pound, to 


Ue Se Dollars deducted against amount accrued 
during March 1955 for application against the 
cost of constructing the Saudi Government Rail- 
road and Port Project in accordance with Debit/ 
Credit Advice No. 229 (SAG) in the amount of 
$500,000.00 equivalent, at the rate of $8.2397 
per gold pound, to 


Payment made April 19, 1955, to Chase National 
Bank, New York, for credit to the Saudi Arabian 
Monetary Agency for the account of the Saudi 
Arabian Government Ministry of Finance in the 
amount of $1,511,182.2 equivalent, at the rate 
of $8.2397 per gold pound, to 


Payment made April 19, 1955, to Guaranty Trust 
Company, New York, for credit to the Saudi * 
Arabian Monetary Agency for the account of the 
Saudi Arabian Government Ministry of Finance in 
the amount of $1,511,182.25 equivalent, at the 
rate of $8.2397 per gold pound, to 


Payment made April 22, 1955, to National Provin- 
cial Bank, Overseas Division, London, for credit 
to the Saudi Arabian Monetary Agency for the 
account of the Saudi Arabian Government Ministry 
of Finance in the amount of & Stg. 1,097,901 
equivalent, at the rate of & Stg. 2.9275 per 
gold pound, to 


EG 12,136. 362 


60 681.8209 


183,402.5802 


183,402.5815 


373,086. 7388 


7 STATEMENT IS CERTIFIED TO BE CORRECT 


Ctriginal Signed 





Dhahran, Saudi Arabia 
April 30, 1955 


EO 812, 710.0856 


$G 812,710.0856 


“Fnelosmre Me, 2th 
Respatch Me. 2 2 
AUG 2: 1955 


Irerican Consulate General, 


ARABIAN AMERICAN OIL COMPANY ©" 


DHAHRAN 


SAUDI ARABIA 
June 20, 1955 


R.S. HAWKEY 


ASSISTANT TREASURER 
Consul General 
American Consulate Genera 1 
Dhahran, Saudi Arabia 


Dear Sir: 


The following confidential information is presented to 
you in accordance with our letter to you dated July 28, 1952: 


Royalty 


April royalty totaled LG 776,721.5962, and net payments 


were $2,799,965.74 paid on May 23, 1955, and Lb Stg. 1,071,424 paid 


on May 25, 1955. Detail of deductions and payments is contained 


in the attached copy of the Statement of Payment of Accrued Royalty. 


1954 SAG Tax 


The following payments were made in May, 


ninth pao.ment of tax on 1954 earnings: 


U.S. Dollars paid through Chase Manhattan Bank, 


New York, May 13, 1955 


U.S. Dollars paid through Guaranty Trust 
Company, New York, May 13, 1955 


Pounds Sterling 579-989-5-9 paid through 


National Provincial Bank, London, May 14, 
1955, equivalent at $2.80 per Pound Sterling 


French Francs 24,701,950 paid through Guaranty 


Trust Company, Paris, May 14, 1955, equivalent 
at French Francs 350 per U.S. Dollar 


-S. Dollars paid Netherlands Trading Society, 
New York, May 16, 1955 


.S. Dollars paid Chase Manhattan Bank, New York, 
May 16, 1955 


.5. Dollars paid Guaranty Trust Company, New 
York, May 16, 1955 


1955, as the 


$ 2,336,060 


2,836,060 


2 


1,623,970 


70,577. 


500 , OOO 


3,250,000. 


1,250,000. 


OO 


. 00 


00 


OO 


00 


OO 


OO 


$12, 366, 667.00 


peter’ KW dete Rete Ee 


ot reo 


dated 
from 


Consul General - 2- June 20, 1955 


1952-53 SAG Tax 


U.S. Dollars paid through Chase Manhattan Bank, 
New York, May 16, 1955 $ 33,234.00 


U.S. Dollars paid through Guaranty Trust Company, : 
New York, May 16, 1955 33,234.00 


Pounds Sterling 440,511-8-7 paid through National 

Provincial Bank, London, May 14, 1955, 

equivalent at $2.80 per Pound Sterling 1, 233,432.00 
French Francs 280,000,000 paid through Guaranty 

Trust Company, Paris, May 14, 1955, equivalent 

at French Francs 350 per U.S. Dollar 800,000.00 


U.S. Dollars paid Irving Trust Company, New Yort, 
May 14, 1955 1,000,000 .00 


$3, 100,000.00 


Yours very truly, 


J. C. VREDENBURGH 
Coordinator, Treasury 


J. C. Vredenburgh 
flm 


Attachment 


ARABIAN AMERICAN OIL COMPANY 


STATEMENT OF PAYMENT OF ACCRUED ROYALTY 
FOR APRIL 1955 


Royalty accrued in accordance with Statement 
of Accrued Royalty for April 1955. 


U. S. Dollars deducted against amount accrued 
during April 1955 for repayment of 1955 incre- 
ment of Export-Import Bank loan in accordance 
with Debit/Credit Advice No. 230 (SAG) in the 
amount of $100,000.00 equivalent, at the rate 
of $8.2397 per gold pound, to BG 12,136.3642 


U. Se Dollars deducted against amount accrued 

during April 1955 for application against the 

cost of construction of the Saudi Government 

Railroad and Port Project in accordance with 

Debit/Credit Advice No. 231 (SAG) in the 

amount of $500,000.00 equivalent, at the rate 

of %8.2397 per gold pound, to 60,681.8209 


Payment made May 23, 1955, to Chase Manhattan 

Bank, New York, for credit to the Saudi Arabian 

Monetary Agency for the account of the Saudi 

Arabian Government Ministry of Finance in the 

amount of $1,399,982.87 equivalent, at the rate 

of $8,2397 per gold pound, to 169, 907.0196 


Payment made May 23, 1955, to Guaranty Trust 

Company, New York, for crddit to the Saudi 

Arabian Monetary Agency for the account of the 

Saudi Arabian Government Ministry of Finance 

in the amount of $1,399,982.87 equivalent, at 

the rate of $8.2397 per gold pound, to 1.69, 907.0196 


Payment made May 25, 1955, to National Provin- 
cial Bank, Overseas Division, London, for credit 
to the Saudi Arabian Monetary Agency for the 
account of the Saudi Arabian Government Ministry 
of Finance in the amount of & Stg. 1,071,424 
equivalent, at the rate of & Stg. 2.94275 per 


gold pound, to 564 , 089.5719 


THIS STATEMENT IS CERTIFIED TO BE CORRECT 


Original Signed 
E.C. SINGELYN 


bG 776,721, 5962 


bG 776 721.5962 





ASSISTANT COMPTROLLER, ARABIAN AMERICAN OTL COMPANY 


Dhahran, Saudi Arabia 
May 31, 1955 


; “Enclosure No. 3 to 
7 i Despatch Ho. 22 da’ 
ARABIAN AMERICAN OLL COMPANY AUG © 2 1955 rem 


Araerisan Consulate General, 
PAYMENTS ANT) CHARGES TO THE SAUDI ARAB GOVERNMERT 


June, 1955 


Exeludes Payments of Customs Duties, Licenses, Permit; 
Visas, and Similar Items 


VOM FIELD STORAGE 





 T'VH OF MAY 1955 (Tongs) ee 
»PALD 
Jinshore $ 6,458,070 
noone Tax on 1054 Income Lz 055 54, 6 
o compan: Tneome Tax ~ January 1452 - 
October 5, 1953 (KS901) 8.4.00, 000 
A Ne tL $21,013,486 
Co. SM MOYALTY 3 
,of Cauer Severnment Railroad Construction Costs ? 500, 000 
{ 'xport - Import bank Loan sea tO. 000 
HL QLCICTIONS FROM ROYALTY 8 600,000 
CAMERT ONT OF COMPANY LNCOME TAX s 
naett aut otf 1994 Income Tax $ 5,000,000 
how. owt out of Additional Company Income Tax ~ January 1952 ~ 


Getober 5, 1953 1,900, 000 
LPAL, DSLNCT IONS $ 6,600,000 


Th, whos Bb DIWECTLY BY THE SAUDI ARAB 
Vise KOM ‘THE ARABIAN AMERICAN OIL COMPANY 13,486 





DISTRIBUTION OF PAYMENTS EY CURRENCIES 
(Payments amd Chageges are Stated Herein in U.S, 
Dollars or U. S. Dollar Equivalents Per Agreements) 
7 3S, Dollars # 9,717,306 
Pounde Sterling 4,414,803 
Wrench Preece 281.377 


$14,413,486 
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ARABIAN ALERICAN OIL CCMPANY 
PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT 
May, 1 
Excludes Payments of Customs Duties, Licenses, Permits 
Visas, and Similar Items 


NET CRUDE RUNS FROM FIELD STORAGE 
DURING MONTH OF APRIL 1955 (Tons ) 3 883,608 


GROSS AMOUNTS PAID: 


Royalty, Onshore $ 6,399,953 

Company Income Tax on 1954 Income 12,366,667 
Additional Company Income Tax - January 1952 - 

October 5, 1953 (RS901) 3,100 ,000 

TOTAL GROSS AMOUNT PAID $21,866,620 


CHARGES DEDUCTED FROM ROYALTY: 


Repayment of Saudi Government Railroad Construction Costs §$ 500,000 


Repayment of Export-Import Bank Loan 100,000 
TOTAL DEDUCTIONS FROM ROYALTY $ 600,000 


ASSIGNMENT OUT OF COMPANY INCOME TAX: 


Assignment out of 1954 Income Tax $ 5,000,000 
Assignment out of Additional Company Income Tax -Jan.1952- 

Det. 5, 1953 1,000 ,000 

TOTAL DEDUCTIONS $ 6,600,000 


NET FUNDS RECEIVED DIRECTLY BY THESAUDI ARAB 
GOVERNMENT FROM THE ARABIAN AMERICAN OIL CQiPANY $15,266,620 


DISTRIBUTION OF PAYMENTS BY CURRMNCIES 
(Payments and Charges are stated herein in U.S. Dollars or U. S. Dollar 
Equivalents Per Agreements) 


U. S. Dollars $ 8,538, 65) < 

Pounds Sterling 5 857,389 ye 

a es Francs 870,577 
$15,266,620 


Dhahran, Saudi Arabia 
June 10, 1955 
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CONFIDENTIAL 


DEPARTMENT OF STATE 


Memorandum of Conversation 
{! 
DATE: August 23, 1955 


SUBJECT: 


Saudi Arabian Boycott ef Israel Action Against ne Mobil | | 
Company, Ime. (SOCONY). | 
y 


Mr. Austin % Foster, General Counsel, SOCONY 
PARTICIPANTS: = Mp. John a Vice President, SOCONY 
Mr. George V. Allen, NEA oO 
~” 


Mr. David D. Newsom, NE p 
se 


ec ce x 
COPIES TO: NEA, . FSD, m/e, OLI(2), London, Jidda, Cairo, Baghdad , ©? 


Beirut, Damasouis, Te] Aviv, —, 
ri }8 j (il) ; 
: | f se” ‘ 


SGSz-8/egcgz ‘yogeg 
Ping peltnyey % : TG 


Mr. Case referred to his earlier visits to the Department 
concerning the expected protest of Saudi drabia against the continued 
interest of the Socony Mobil Company, Inc., in Israel. He said’ he 
now wished to inform Mr. Allen that ARAMO had officially received 
the letter from the Saudi Arabian Government and to discuss with him 
possible future moves. 


Mr. Case showed to Mr. Allen the letter which read, in summary, 
that a high decree of the Saudi Arabian Government prohibited companies 
V wf which did business in Israel from doing business in Saudi Arabia and 
7 4 "by implication" prohibited SOCOBY from continuing its business in 

_€) Israel and its participation in ARAMCO. The letter continued: (a) ARAMCO 
git” was to inform SOCONY that it must choose between cooperation with Israel 

and with Saudi Arabia and other Arab states; (2) if it insisted on 

maintaining its branch in Israel, it must be prepared to cease its 
activities in Saudi Arabia; and (3) it must also be aware that the 
Saudi Arabian Government cannot allow it to continues as.owmers of 
ten percent of ARAMCO shares. 


Mr. Case explained that he and the ARAMCO directors of 4 

Standard 011 of New Jersey felt that this was an ARAMCO m ‘ 
—.. that Mr. Davies should have come to the Department to dis 

i The Directors representing the majority companies, Standard aes 


2 i ¢ 
( 
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California and the Texas Company, did not agree. Mr. Case and Mr. 
Foster said they had come, therefore, only on behalf of their company 
and they could not speak for ARAMO,. 


Turning again to the letter, Mr. Case explained that the reference 
to earlier correspondence in the letter was to a statement ARAMCO had 
made im answering a query of the Saudi Arabian Government earlier in 
the year about the activities of SOCONY in Israel. Mr. Allen asked 
exactly what activities of SOCONY in Saudi Arabia would be covered by 
the second paragraph of the letter; Mr. Case said only the ships 
which came to take the oil. 


Mr. Case said his company wished to take a strong line in 
connection with the letter. He felt it was an attack on ARAMO's 
concession rights and that ARAMCO had to fight, or it would be faced 
with further demands. His company did not feel they could give up 
their business in Israel, even though it was of marginal economic value, 
in the face of such a threat and they "did not feel inclined to offer 
to sell their stock." 


He said others of the ARAMCO directors felt the case was separate 
fram concession problems, but he could not agree. He said this was 
like the Onassis case, and it should be fought in the same way. 


Mr. Allen said he understood the company's position. -The United 
States Government, he added, wished to support the strong action of 
parties facing the boycott, but its power to do so was limited. He 
mentioned the case of the Sues Canal, where Egypt is refusing pessage 
to Iaraeli shipse We have lodged numerous protests that this is 
contrary to the Canal charter, but the Israeli ships are still not 


Mr. Allen asked in what manner SOCONY might dispose of the ten 
percent of ARAMCO stock if they elected to do so. Mr. Foster said that 
he was not clear on the agreement between the participating companies 
on this, but he believed it could only be sold either to another American 
company or to Gmdi drab nationals. If they refused to sell, one possible 
recourse of the other directors would be to dissolve ARAMCO and reform 
another company. This would require a re-assignment of the concession 
and, unless SOCONY were appropriately compensated for their stock, would 
"involve the biggest fight the courts have ever seen." 


Mr. Allen raised the possibility of similar action by other Arab 
states. Mr. Foster said he hoped this would not become a public issue 
and cause action in other states. He did not think it would, however. 

He mentioned 
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He mentioned Iraq's problem where "three-fourths of the partners of 

IpC are doing business in Israel." He said this included Standard of 
New Jersey, which will still be supplying products until their agreement 
in Israel expires at the end of the year. 


Mr. Case said there were two courses open to them. One was to 
fight the matter, but, on this, they did not have the support of the 
majority of the stockholders of ARAMCO, They were fearful of ex~ 
propriation or nationalization. Mr. Allen said the United States 
Govermme: t would, of course, try to protect the interests of the 
American companies if such were threatened. In both the Mexican and 
Iranian cases, he said, we had demanded adequate compensation upon 
nationalization. 


If his company had more support in ARAMCO and some real chance to 
win, Mr. Case said, he would fight. They did not have this support, 
however, and would be handicapped. The other alternative was to try to 
meet the wishes of the Saudi Arabian Government, while at the same time 
emphasize that they were not retreating from the principle that the 
company had autonomy in matters of its internal organization and external 
salese 


Mr. Newsom said this was an emotional and political matter in the 
Arab States and might not necessarily be connected with commercial aspects 
of the concession in the minds of the Sandi Arabians. Mr. Allen pointed 
out, however, that capitulation on such an issue could conceivably bring 
other demands of a political and emotional nature affecting the company's 
operations. 


The company's present plan, Mr. Case said, was to try to get ARAMO 
to have the letter withdrawn. Mr. Newsom pointed out that Mr. Foster had 
suggested that the High Decree mentioned in the letter might apply to this 
case alone. Mr. Newsom said he felt this might refer to a general High 
Decree referring to the boycott. If no specific decree was behind the 
letter, it might more easily be withdrawn. Mr. Newsom promised to check 
this matter and inform Mr. Foster. (Note: Mr. Foster was informed on 
August 24 of the contents of a Sandi Arabian Decree of April 4, 1952, 
of a note setting forth the principles of the boycott to the Babassy in 
Jidda on December 17, 1953, and of pertinent portions of an Arab League 
statement of policy.) 


Mr.» Case. showed Mr. Allen telegrams fram ARAMCO in Jidda concerning 
the matter. Mr. Allen said one seemed to imply that, if the letter is 
withdrawn, SOCONY will close out its business in Israel. Mr. Case said 
his company was not yet prepared to agree to such an arrangement. He 
mentioned the possible consequences in the United States in the form of 


protests 
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protests and boycotts should they withdraw under pressure from Israel. 
He and Mr. Foster discussed the possibility of requesting ARAMCO 
officially to fight the case, even if ARAMCO should not decide to do 
so. This, Mr. Foster said, might protect the company's position 
domestically. 


Mr. Allen said that he appreciated the ditcussion of the problem 
and that the United States Government wished to help where it could, 
but that, for the present, the decision appeared to be one the company 
must take. If.the company took a strong line on the basis of the 
principles of ‘the concession, the United States Government would 
support it, but, as he had mentioned before, Mr. Allen,said, the 
Government's power to assist is limited in such a matter. 


Mr. Case said that he appreciated the Government's position and 
wanted to know it before proceeding. He said ARAMCO was "nervous" 
about having the Ambassador in Jidda raise the matter, since it might 
stiffen the position of the Saudi Arabian Government. 


Mr. Foster and Mr. Case promised to keep the Department informed 
of further developments. 
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; Rec'd: aueuee 26, 1955 
FROM: Jidda— 9:48 m 
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RMR TO: Secretary of State Les 
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pM ee 
roty NO: 79, August 26, noon ys mu 
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SP 2 BS 
C PRIORITY @ 3 
EUR - ) O - 
ty Department telegram 8/7, August 19 (received August &4). QO x 
SMSA > 6 
zr LIMITED DISTRIBUTION . 0 
NM o 
pcL/c Have consulted ARAMCO Vice President Ohliger who has discussed Q| w 
ICA/H matter with King Saud, August 25. He concludes, and I con- oO 
cur, that matter has reached stage where withdrawal of Tariki WN E 
letter (Embassy telegram 69, August 20) is impossible. He ~ 2 
is reporting fully to ARAMCO New York with which office we @ 
suggest Department continue consult. 1 o 
N 
My only recommendation this stage is that negotiations be O) 
left to ARAMCO and Embassy not become involved. Ol 
Ol 
For Department's strictly confidential information, Ohliger 
tells me King, after persuading him letter could not properly 
be withdrawn, said he would see to it that matter be kept 
confidential between SAG and ARAMCO and, in particular, see 
no report of SAG action in sending letter to ARAMCO would be 
made to Arab League boycott committee. 
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Department has had consultations with SOCONY and ARAMCO officials re 
Saudi demand. SOCONY anticipates possible difficulties in withdrawal from 
Israel and has not yet made definite decision. If SOCONY resists ultimatum 


ARAMCO will be faced with decision regarding next step. 


ley peaanaoy eg isn 


Companies have not as yet requested Departmental assistance ante 
do not wish 4m take formal action prior to such requeste Meantime however 
for your information Department #g much concerned over far-reaching 
implications @® SAG demand. If SAG can determine where ARAMCO members 
can do business, concession could be rendered inoperative. While present 
action is directed against SOCONY, next victim could be any present or 
future partners of ARAMCO» and third country may not be Israel. Whole 


operation would rest on whim of King. 


ae 


If appropriate occasion arisesg Department would be glad for you @P 
bring out in discussions 
dimmama/these implications/rith ARAMCO and SAG officials. 
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Petroleum Exports from Saudi Arabia 
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Xe 
Enclosed are two copies of a confidential statistical report by the Arabian. * ‘ 
ty, 
. r 
American Oil Company entitled, "Crude Oil and Refined Products #xported fran é fs 
0 ta 
Saudi Arabia - Year 1954". 1 
> 
The 12-page report is dated June 20, 1955 and was received today at the Con- °¢ 
N 
sulate General, It was probably printed in New York and additional copies might Ol 
O1 
be obtainable from the New York or Washington offices of ARAMCO. One copy is being W 
ty, 
retained in the Consulate General's files. © 
1 
N 
O 
For the Consul General Ol 
is . -_ Ol 
t/ , 
Shheti 
Theodore A. Wahl 
Vice Consul 
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ROMs “MO NGA - Mr. Allen a = 
JUBIUCOL: Saudi Arabia's Attempt to Apply the Boycott to socony Mobil 


Discussion: 


Messrs. Nickerson and Case of Socons Mobil, one of the four parent companies 
of Aramco, called to ciscuss Socony's problem growing out of the Saudi demands 
Lnat it cither withdraw its interests from Israel or ret out of Saudi Arabia. 
(Memorandum of Conversation attached). whe company's interest in Israel is looked 
upon as of marzinel simiificance, and I think it would like to withdraw from Israel 
rather than face up to tre possible dangers of defying King Saud, On the other 
hand, it is believed that withdrawing from Isrecl poses for Socony serious dangers; 


it fears a Zionist campaign against it in tis scomry ia scotaliabion to withdrawal. 


The King's demands are most unreasonable. To imny knowledge there hes been no 
case involving a secondary boycott against Israel -uiie like this one. It can be 
argued that Socony, as a minor stockholder of Aramco, does not itself actually do 
business in Saudi Arabia. 


Socony has not vet decided what it will do, but asrees to keep tne Lepartinent 
informed, If it decides to challenge the demands of tlie Saudi Government by refus— 
ing to withdraw from Israel, thus shoving the problem into Aramco's lap, I think 
vhe Department should give stron; support. JI can hardly believe tbat King Saud 
will feel strony enough to follow through with extreme measures azainst :ramco,. 


While it is for the company to decide its course, I should not, unless you 
disagree, propose to discourage it from taking a position of resistance, 


Recommendation: 


That we make clear to the company chat it must make its own decision but at 
the same time let it be known that if the decision is to resist the boycott action 


the Department will provide diplomatic support, 
ne 
arn 
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DATE: September 15, 1955. 
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SUBJECT: Socony—Mobil's Interests in Israel and Aramgie?): : s 
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y/ 
PARTICIPANTS: Mr. Brewster Jehnings, President and Chairman of the Executive 
Committee, Zocony-Mobil Oil Company. 
Mr. John E. Case, Vice President and Director, Socony-Mobil Oil Co. 


2 \ Mr. Herbert Hoover, Jr., Acting Secretary of State. yo” 
WY Mr. Fraser Wilkins, Director, NE. CG 
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NEA (1 ce NE -2 Amembassy, Jidda, Tel Aviv, London 
NE (2 ce 


NE/E - Mr. Gay (1 cc) Amconsul, Dhahran 
PED - Mr. Eakens (1 cc) ; . 
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Mr. Jennings and Mr. Case of Socony=-Mobil called on Mr. Hoover this 
z° afternoon to discuss the request of the Saudi Arabian Government that 


Socony=Mobil close down its operations in Israel or give up its participa- 
, ‘tion in Aramco, 


BY 
5 


Mr. Jennings said that he and Mr. Case and Mre Foster planned to 
a leave for Saudi Arabia on September 21 and that they would meet with the 
King on September 25. The purpose of the visit was to discuss with the 
King his request that Socony-Mobil choose between its interest in Aramco 
and its operations in Israel. Mr. Jennings said that Socony had decided 
it had no alternative but to accede to the King's request. If one com- 
pared the advantages of its participation in Aramco with advantages of 
its operations in Israel, the former were clearly preferable. Socony- 
Mobil would therefore retain its interest in Aramco and seek to dispose 
of its operations in Israel. Mr. Jennings added that they would endeavor 
to persuade the King and his officials to handle the withdrawal of the 
Saudi Arabian request in such a way that it would not become known. The 
objective would be that Socony-Mobil's disposal of {ts “interests in Israel 
would be voluntary. It was therefore hoped that the King would be agreeable c> 
to a reasonable lapse of time for disposal, perhaps a year or more. C2 
Mr. Jennings mentioned that perhaps Standard Oil of Ohi would be interested == 
\ in takingy over Socony~Mobil's interest in Israel. He had discussed it with] 
Clyde Fofter but no decision had been reached, pS 
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Mre Hoover said that the Department felt unable to raise objection 
to the decision which Socony had made and, in response to Mr. Jennings! 
request, said that we would inform the American Ambassadr in Jidda 
accordingly. Mr. Jennings said that he would of course be in touch with 
the Ambassador and keep him fully informed. 


Mr. Jennings also referred to the question of foreign oil imports 
into the United States and exchanged views with Mr. Hoover regarding 
possible future developments including quotas and price controle 
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jenlings, Gane and Foster of Socony Mobil will proceed Saudi Arabia 


Septenber 21. Appointment with King set for September 25. Primary purpose of 


bat te accede King's request. 





It will retain its participation in 
seek to dispose of its operations in Israel 
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Soeony will attempt: 


(1) have King cancel request in order prepare way 
for voluntary disposal; (2) to explain to King that disposal will require 
reasonable time, perhaps year or more. 
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Department feels unable to raise objection to Socony's decisien. 
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also recegnises practical difficulties of disposal and that it may take 


time. FYI, there is possibility of sale to another American oil company a 
END FYI. 







Socony representation vill eal on you and keep you fully informed, 


a may, in your diseretion, give them al] necessary and appropriate 
m@ their relations with SAG. 
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2) 4 | September 21, 1955 


I telephoned Mr. Rogers teday te say that the Department 
felt that it would not be helpful to our interests at this 
moment for a negotiated settlement to be entered inte with 
Mr. Onassis, in the matter pending before his Department since 
negotiations are still pending between ARAMCO and Onassis con- 
cerning the Sandi Arabian tanker contract. 
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Office Memorandum .- unirep states GOVERNMENT) 


TO : NEA - Mr. George V. Aljén pai Septenting 27, ee 
rrom : NE - Fraser Wilkins Bi, So, eat a a 
” > ~ be te 
suBJECT: Letter to Department of Justice on Onassis Matter. nl 
CO 


We have prepared the attached letter to the Department of on) 
Justice with the contents of NSC5428 concerning the Onassis matter QO) 


in accordance with Mr. Jernegan's suggestion. Will you wish to > 

incorporate the substamce of your own telephone conversation with ° 
Mr. Rogers in the letter? I) 
mit P pAtwraem, Om Ul 
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Office Memorandum * UNITED STATES GOVERNMENT 


si The Acting Under Secretary DATE: October 3, 1955 
THRU 

RRM «= S/S 

FROM +: L-=Mre Phleger ae 


SUBJECT: Reply to Justice Department letter regarding rejection of the 
Onassis offer to settle civil litigation 


Discussions: 


Onassis, prominent foreign ship owner, concluded a preferential arrangement 
with Saudi Arabia for shipment of Saudi Arabian oil in his tanker fleet which is 
considered by the Department and tne National Security Council to be contrary to 
American interests. At the same time he sought to settle pending civil litigation 
brought against him by the Department of Justice. The Department considered that 
such a settlement would enhance his bargaining position in connection with his 
preferential arrangementy which is currently involved in an arbitration between 
ARAMCO and the Saudi Arabian Government, and brought these considerations to the 
attention of tne Justice Department. The Justice Department, in a letter signed 
by Deputy Attorney General Rogers dated September 29, has informed us that in 


view of overriding considerations of national interest, it was rejecting Onassis! 
settlement offer. 


The attached letter refers to Justice's decision with appreciation and 
informs Justice that we will keep them advised of developments. 


Recommendation: 


That you sign the attached letter to Deputy Attorney General Rogers. 
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Department of Justice 
Office of the Beputp Attorney General 
Washington 


~ 9. 1955 mites 
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Dear Mr. Hoover: 


In the light of our conference Se — 16, 

1955, with Messrs, Herman Phleger and John D, 
Jernigan of the State Department and Mr. George F. 
Brussing of the Central Intelligence Agency, with 

me as Acting Attorney General and Assistant Attorney 
General Burger, we wish to restate the situation 

and position of this Department on the matter of 

the pending SH sgongyg ck | Monger gant of various 
. {civil cases with Mr. sis and possible disposi- | 
tion of certain commercial cases in which he and 
others are defendants. 


The civil cases have been pending for nearly 
two years and negotiations for a possible settlement 
have been under way actively for about six months. 
As we have indicated to you, the present offer of 
$5,700,000 for settlement of the civil cases is 
within the general framework of the settlement made 
with the Niarchos! interests. We regard this as 

very favorable to-the Government considering the 

difficulties inherent in the civil cases, and we 

would accept the proposal absent other overriding 
' Considerations. 


The facts and factors outlined by you in these 
discussions in the ps age constitute what we con- 
cede to be such overriding considerations of national 
interest. On this basis, we have advised Onassis? 
counsel that the proposal negotiated for disposition 
of all pending civil cases is not acceptable to the 
United States and that the Department of Justice will 
not entertain any proposals for settlement, 


“ ~ 


y : Sincerely, 
WELLIAM P. ROGERS 
A a Attormey General 
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Attached is a letter ue 
Mr. Hoover from Deputy 
General Rogers re the Onas 


question. ae 


L is asked to take neé Cio =r 
action, Shoraina Sing with NiA and 
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Ltr. to Mr. Hoover from fe 
Dep. Atty. Gen. Rogers re 
Onassis question. 
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Dear Er. Regerss 
I have your letter ef Septenber 29, 1955 te Hr. Ihever, 


whe is out of the countzy, vegerding your Depertmeat‘s 
yefueal of the offer ty Mr. Onassis ef settlement of various /® 









sig il seins: nla 16 an ienenhlihng, enictiianabiainss o 
ef mations] interest which have been brought te your attention. 
We appreciate your cooperation in this matter end will a 

net fxil te keep you afvised af develeynents. i 
Sinserely yours, o 
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RMR TQ; Secretary of State 


a NO: 64, October 3, % p.m. 


SENT DEPARTMENT 64, REPEATED INFORMATION JIDDA 50, LON 
ADEN BY POUCH 
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ARAMCO reports that September 28 at 6:30 p.m. at point abeut 
40 KM west of Station 9 (ARAMCO structure drilling camp 
CIA. &8bpro imately 17 degrees 42 minutes north and 48 degrees 3! 
minutes east) a truck with their drilling foreman, A: White 
going east from supply camp at Sharaurah was stopped by party 
in two jeeps coming from we:'. Englishman from one jeep 
asked where they were going and said he thought White had 
over-stepped the mark and his camp would have to get out 
goon. Earlier same day Arab driver of water tank truck had 
been stopped by Englishman who said it was all right to 
haul water for drinking but not for drilling. About half 
hour after White's conversation, commissary truck was also 
stopped at same spot. That day or next head of Saudi sol- 
diers sent message to Saudi Bin Jiluwi by company plane and 
received coded reply. On September 29 a 4 motor Lancaster 
bomber buzzed camp several times at about 200 feet. Morning 
October 1 observation party of ti:-2e jeeps and about 25 men 
was seen about 4 KM west of camp. 
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On October 3, 2 Englishthen J. N. Ellis and W. R. Price (former 
is military adviser to Sultan of Mukalla) came to camp with 
large party and "speaking as representatives of British Govern- 
ment" told White that Saudi soldiers must leave and others must 
nines up camp within 14 days. Ellis and Price said they had 
orders to disarm the soldiers and take them in if they refused 
to leave. White replied "Don't tell us, tell the soldiers" 
Later in morning when Ellis and Price were having coffee with 
head soldier White approached and asked head soldier if he had 
any message to relay through Americans. Head soldier said he 
had been told to leave by British but that he had orders to 
stay and unless he received contrary orders he would stay. 
ARAMCO source thougnt head soldier is apparently standing qa 
and has not reported October % developments to Damman. c> + 
Oo 
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At aboutll:30 October 4 ARAMCO management group which ioe 
meeting on question decided ARAMCO employees will be pullea U 
out Of —— RepRGBiicTION FROM THIS 
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CONFIDENTIAL 
-2- 64, October 3, 5 p.m., from Dhahran 


out of camp at Station 9 and will move to Sharaurah leav- 
ing Saudi soldiers with supplies at the drilling site. 
Drilling has stopped and pipe is cemented. According to 
ARAMCO the British officials are operating out of Al Abr 
(approximately 16 degrees 10 minutes north, 47 degrees 

10 east) or possibly Thamud (approximately 17 degrees 20 
north and 50 east) and are supported by Arabs armed with 
rifles and in half uniform. Ellis and Price sare friendly 
and rather sociable. There are about 6 Americans at the 
site. Saudi soldiers number 19 in area and are guards 
(Khuwiya) sent by Bin Jiluwi and not part of regular army. 
ARAMCO has been keeping Amir Saud BinJiluwi informed in- 
formally but at noon had not yet told him of latest com- 
pany decision. 
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Secretary of State / 
65, October 4, 3 p.m. 


SENT DEPARTMENT 65, REPEATED INFORMATION JIDDA 5:, LQNDON 
ADEN UNNUMBERED 


Reference my telegram October 3, sent Department 64, repeated 
information other addressees reference British move against 
ARAMCO drilling party. 


According report from ARAMCO today, Ellis and Price noon 
October 4 gave party five minutes for reply to request to 
leave, threatening take all personnel and equipment to 

Wadi Hadhramaut. Barger on behalf ARAMCO management had drawn 
up statement which was read over radio to drilling foreman 
White and British officers who were present in room with 
White. White confirmed statement given them in writing. 
Statement referred to circumstances British interference 
operations drilling party, stated party would be withdrawn. 

to avoid possibility any ARAMCO employees becoming involved in 
consequences of tireatened action but said withdrawal would be 
under protest reserving all rights and holding British Govern- 
ment responsible for any losses. Ellis and Price said they 
would accept statement but did not(repeat not )agree with it. 


Drilling party began break camp 4 p.m., was escorted part WE Yor 
by Ellis and Marty and arrive Sharaurah unmolested. ater, 

supplies and some equipment left with soldiers but radio at 
drilling site shut down. Sharaurah camp (about 17 degrees = 
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20 north and 47 degrees 15 east) overcrowded (total now about 


Arabs) and some personnel will be withdrawn. 3 


Ellis told ARAMCO foreman if Saudi soldiers not(repeat not) 
departed by dawn October 4 they would be taken in. Head ass 
soldier sent long message to Amir Saud Bin Jiluwi before rad ion 
shut down. Fate of soldiers not(repeat not )known o 
ae | 
According ARAMCO, Amir has reported matter to central Bovagn— 
ment. and discussed with Feisal. Company ,has impressiorm F@¥sa | 
not(repeat not )unhappy at prospect soldiers being eer fe 
custody as this would strengthen Saudi position. 
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ARAMCO states all incidents took place well within sands. 
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| RPTD INFO: Amembassy, JIDDA | "| © 
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Your 64 and 6 GV bw a 

Information received here from 
drill camp 17 degrees 29 minutes north 47 degrees 6 minutes east placing it 
west latest British line, whereas coordinates urtel 64 place camp within 
We understand ARAMCO now has full 


CO gives coordinates of structure 
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claimed Aden Protectorate territory. 
Would appreciate your cabling soonest final determination correct 
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Orn! DEPARTMENT 151, REPEATED TNFORMATION LONDON 12. 


JOP pepartiocent will recall that in January 1954 British officer com- 
Chit 1 dtr small contingent east Aden protectorate levies ordered 

ARAMCO exploruition party escorted by small number Saudi guards to 
Lan omit e@emoo site in southwest. corner Ruba Al-Khali sands. British 
en Worelen Office later admilted incident took place in Saudi terri- 
GLA Lory (London EMBTEL 3644, Mebruary 24, 1954 to Department. ) 
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TTA VY [4 fall same year ARAMCU drilled structure well denominated SD- 

AAA neir this site at latitude 17-29, longitude 47- 6. Water was Patna 
“nd souree preserved for use in eonttnuation previously planned 
atructure driiling program. 
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In continuation this program ARAMCO early last month sent similar 
purty to point circa 90 miles east of SD-7 where aettitne of SD 
was undertaken. Its coordinates are 17-42, 48-35. While lying 
some 4S wlles north of southern limit of “sands it is approximately 
unilaterally declared by British Government in note of August 4 
to Saudi Government (London EMBTEL 435, August 4) to be Hadramaut 
Saudi border. 


ARAMCO also transferred drilling rig from SD-7 to another site circa 
100 wli 08 east of SD-9. This site is called SD-10. Its coordinates 
are 18-2, 49-36, and it 1s similarly near southern edge of sands and 
south ae British August 4 line. 


facident similar to that ot last year has now taken place at SD-G - 
details of which have been telegraphed by ARAMCO to Duce for :com- W 
munication to Department. i, 


briefly, on October 3 British political officer with armed escort, 
after visiting area September 29 when he said party was"way oyt of 
bounds", pre-emptorally ordered it to leave or be taken in custody 

to Wadt Hadramaut. O™ 


Averticans in party, after consulting Dhahran office ARAMCO by radi® | 
telephone, left SD-9 returning to SD-7. Saudi guard topAte ie on. 
Bu 


& instructions, remained; they were not to resist arrest ppp Woe gt 
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GC FRIORITY \1| 
“g SENT DEPARTMENT 151, REPEATED INFORMATION LONDON 12. ni of 
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KUR Department will recall that in January 1954 Britten offieér com- Bu 
Mi nanding smill contingent east Aden protectorate levies ordered ct 
a ARAMCO exploration party escorted by small number Saudi guards Bi 
UOP to quit camp site in southwest corner Ruba Al-Khali sands. S 
OLA ritish Foreign Office lafer admitted incident took place in ee 

Saudi territory (London ies. 2044, February 24, 1954 to De- ° 

LOP partment. ) 


OCB re) <) 
OLA ln fall same year ARAMCO@pidled structure well denominated SD- 
near this site at latitud A329, longitude 47-6. Water was 


found and source preserved ‘Ose in continuation previously 
planned structure drilling pr m. 
In continuation this proram early last month sent similar 
party to point circa 90 miles f SD-7 where drilling of SD 
was undertaken. Its coordinat E Lf=- » * 40-95. While lying 
some 5 miles north of southern hee f sands it is approximately 
unilaterally declared by British ment in note’ of August 4 
to Saudi Government (London EMBT ¢, August 4) to be Hadramaut 
* Saudi border. <) 


ARAMCO also transferred drilling rig from SD-/7 to another site circs 
100 miles east of SD . This site is called SD-10. Its coordinates 
are 18-2, 49-36 and .- is similarly near southern edge of sands at 
south of British August 4 line. @) 
=. 
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Incident similar to that of last year has now taken place at SD-9 me 
details of which have been telegraphed by ARAMCO to Duce for com- O 
munication to Department. i] 
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Briefly, on October 3 ritish political officer with armed escort # 
after visiting area September 29 when he said party was "way out o 

bounds", pre-emptorally ordered it to leave or be taken in custodme 
to Wadi Hadramaut. o 


Americans in party, after consulting Dhahran office ARAMCO by radio 

telephone, left SD-9 returning to SD-7. Saudi guard however, on 

SAG instructi é ; 
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CONFIDENTIAL 
L51, YVetober 5, 5 p.m., From Jidda 
presume has been effected. 


ARAMCOQ also, in order avoid further incident, ordered Saudi crew 
c* rig at SD-10 to withdraw to SD-7. It did so October 


Meanwhile ARAMCO which had kept SAG informed of developments has 
heen severely criticized by SAG for withdrawing its SD-9 party; 
snd ARAMCO in turn filed with British political officer strong 
protest holding British Government responsible for loss or damage 
10 equipment left behind. 


Board chairman Davies and Owen of ARAMCO, with whom I am in close 
touch, feel strongly that, while it may be all very well for British 
authorities to get tough with Saudis, Department should intercede 
strongly with British Government on behalf ARAMCO. Equirment left 
oehind is probably worth close to half million dollars and over 

all loss to company on account frustrated exploration cost will 

run much higher. 


Personally I should appreciate Department's thinking on whether 

any representations it may make to British Government could prc- 

perly include observation that in circumstances it would seem 

proper that prompt arrangemefts be,made whereby ARAMCO's SD pro- 

gram for current season continue without further molestation. 
WADSWORTH 
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ndequste fi peopl ek. lee track and one other vehicle he Bat 
fais had objected to ARAMCO ST IL O 
fs vol aga HOPLT r «f ST 9 and within sands so ARAMC ! 
1) j l evacuat it parthralso owing supply difficulties one a 
MLL ae Hey, Steried ah BP 2 ind camp there less complete than 
‘ it iz had lai ted 2 | buat mo Saudi saldiers 
Eurs Y plane to evacuate perscnne] 





and saw Saudi soldiers 


ARAMCO tyfarimedcl Ba s Mak tesauge Sharaurah for delivery 
Abd Al Ani: Sy bow, QUstober 4 Saudi soldiers Sharaurat 
ok ARAMCO truck aid nfvact driver end headed for ST Y wit 
oaed mensspe. Drilling foremin white bad painted over ARAMCRR 
numeer on truck and aljtacbed card saying Arabic and English 
t. 
roiling October ARAMCO Beaver cn way to ST 10 from 6,000 fey 
altitude saw vetil les (7 lard movers, 2 carryalls) south "— 
Side airstrip at Sir ™, 1 return flight Beaver saw vehicle 73 
t 
I 





r Sharaural fron esst about 12 kms out. That vehicles” 
laraurah with message from Abd Al Aziz to SAG whrict 
ARAMCO tnderstands included plea for water. Vehicle not same 
nme sent to Si and ARAMCO reperts switch made delibergtely by 
Abd Al Aziz in order r-'ain "SAG vehicle". 3 = 
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CONF IDENT LAL 


b6, October 6, 4 pam., from Dhahran 

Evening October 9 in discussion with Saudi who came from 
ST 9 ARAMCO reprosentative asked if Saudi soldiers at 

ST 9 suffering any incor.verience. Answer was no, but 
representative had impression company would be asked later 
La previde wupuck Ter water to Aod Al Aziz. 


At 10 a.m. October 6 long coded tressage transmitted from 
SAG in Darman to Saud! cortingent. Sharaurah. 


Consulate Generel Dhahran has reported detailed narrative 
riven by ARAMCO in this and preceding telegrams same sub- 
ject Ih gbsence Lfite:rnveation coples telegrams from other 


posits presume we should cortinue. 
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Le ai C CONFIDENTIAL /) 
Action Control: 3296 
Ba , Rec'd: yee ong TE 
NEA FROM: Dhahran 7:38’a 
Info 
RMR 10; Secretary of State 5 
r nD - u 
RUR NO: 67, October 7, 2 p.m. 2 0 
: ike 
JOP SENT DEPARTMENT 67, REPEATED INFORMATION JIDDA 53, LONDON: d ww 
) MN - . c+ 
OL Reference DEPTEL 41 of October 6 OE 
W 
la co 
om ARAMCO offices closed today but will be contacted earliest cer 
CIA tomorrow. In interim Consulate General thinks coordinates Ns, 
OSD given in reference telegram may be location of base camp cn & 
ARMY at Sharaurah from which ST 9 and ST 10 were being supplied OE 
NAVY before they were evacuated. Sharaurah is.in narrow pocket Ole 
ATR. stretching northward into sands at almost right angle to . nae 
’ line of edge of sands. ARAMCO earlier told Consul General = 
NC camp at Sharaurah had drilled water well but was not (repeat . fe) 
a not) site other ‘drilling. For information Department and \ 
other addressees best map incident area seen by Consulate mir 
General and one being used by ARAMCO sources here is ARAMCO 61) 
map titled central and southern Arabia scale 1: 2,100,000 an 
revision of June 1954. Consulate General glad send copies 
this map to Department or addressees if it of interest and 
not (repeat not) available. 
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Action ‘ Control: 4159 
Rec'd: October 9,,.4955 — 
NEA FROM: Jidda 6:19 ae” wr 
Info 
RMR 10: + Secretary of State Nase 
SS NO: 157, October 8, 1 p.m. || . 
G : ) re ite 3 
SP orn. 
C SENT DEPARTMENT 157, REPEATED INFORMATION LONDON 13;..DHAHRAN ° 3 
ao BY POUCH. ii 
E EMBTEL 151, October 5, repeated information London 12, Qu 
P Dhahran unnumbered. Ou 
UOP O) | 
OLI 1. Royal Counselor Gargoni by order King Saud handed me 
October 5 copy SAG note to British Embassy dated October 4 . 
LOP protesting as "illegal" action reported reference telegram RI x 
OCB and requesting assurance it would not be repeated. Note go & 
CIA held that SD 9 is "positively within lands of Saudi Arabia OV £ 
ARMY and only. SAG has jurisdiction thereover. , ARAMCO employees WwW § 
NAVY were performing peaceful operations within regular activities - ~ * 
AIR of company. Saudi guards were carrying out lawful duty of , = ¢ 
guarding ARAMCO employees". O 
1 
Gargoni stated orally on King's instructions: Matter is of 00 
concern to USG because of ARAMCO interest in area; because Ol 
of common USG-SAG interest in area, British action is on 
challenge to both governments; to SAG it is unpardonable and 
intolerable. 
Gargoni also confirmed King's displeasure on score ieitea 
withdrawal which he feared British would interpret either =a 
as recognition or lack of confidence by ARAMCO that Saudi 4° 
position is sound.’ From moral standpoint also there was o 
'want of manhood, for Americans should have stood, as they~ 
had been working, together as brothers". sf 
There should have been no fear on ARAMCOs part, Gargoni “T} 
added, that its employees ran physical danger, because stanmit- 
ing instructions to Saudi guard, dating from early days of ® 
Buraimi iisBute, were they should in no event resist arrest 
in any such situation; British had fired and used bombs against 
Saudis, but never had any. Saudi fired one shot against Brt ish. 
= CS 
Translation of Saudi note will be airpouched. -* = 
5 [~ 
2. Certain of details reported reference telegram were baped = 
on spot reports sent ARAMCO Board Chairman Davies (in Jidda Or 
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CONF LDEN'T LAL 
-2- 157, October 5, 1 p.m., from Jidda. 


on pricing negotiations) by ARAMCO Dhahran. Following are 
corrections: 


SD 9 is five miles north of southern limit sand and 43 miles 
south of British August 4 line. 


Coordinates SD 10 are 18-16, 49-45. 


Proximate cause for withdrawal from SD 10 was cutting of 
water supply route which ran from SD 7 through SD 9. 


4.  ARAMCO confirms SD 7 coordinates 17-29, 47-6 and SD 9 
coordinates 17-42, 48-35. 
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FROM: Dhahran ee et 
Info “Ss 
RMR TO: Secretary of State i 


NEA 


Tere) 
“/dd 
STUT 


NO: 68, October 8, 11 p.m. 


aa 
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G PRIORITY Sis 
Da ey a . Ww. | 
SENT DEPARTMENT 68, REPEATED INFORMATION JIDDA 54, LONDON 15 
eh ADEN BY POUCH es _ Oi 
MSA Reference DEPTEL 41, October 6. > ce | 
= e a 
a ARAMCO final determination coordinate JGDB groups follows: ST-9 bs a | 
UOP (Evacuatedat British demand) 17 degrees 42 minutes 33 seconds on Pia 
ND north, 48 degrees 35 minutes 18 seconds east; ST-7 (Sharaurah) . oh ah 
OLI l7 degrees 29 minutes 10.seconds north. 47 degrees 06 minutesi ib | 

48 seconds east; ST-10 Levarausiies owing supply difficulties) , > /! 
OCB 18 degrees 01 minutes 436 seconds north; 49 degrees 35 minutes \ ed 
USIA 12 seconds east. bs 
bap .-ARAMCO reports vehicle left Sharaurah morning October 7 with i 

ARMY message and supply water for soldiers at ST-9. En route met a 
NAVY vehicle coming from ST-9 west of point located 35 KM west of 
AIR ST-9 where several previous contacts made with British officers. 

Message were exchanged and water transferred. ARAMCO not told 
DCL any information re situation at ST-9 which Sharaurah party may 
have learned through this encounter but assumes 9 or 10 Saudi 
soldiers under Abdal Aziz still at ST-9. 
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th: e is i Be a —_, 
Action Control: p _ 
Hi “ Rec'd 
FROM: Dhahran 





Info 


MIR 10; Secretary of State 


era NO: 0, October LO, 





! SENT DEP ARTMENT “70; RYPHA TIDY bORMATTON IDI 
ISU ADEN UNNUMBBRED. 


. iS/ 
Re MYTEL 68% of October = 
lOr Late afternoon October © , ‘S souree gave following int’urma- 
1) tion with caution that all iaused of) eye witness account one 2 
i] Arab contract driver who van arly that morning into Sharaurat, N 
from ST-9 with lone coded mensiyre from head soldier Abd A} x ol 
AL Yamani to SAG. “nis source said there had been !10 \ Ol. 
jeeps around ST-9 area. Ai rat, officer from jeeps questioned * ON 
y Aid Al Aziz "What news figve you tor us?" Al Aziz reply "None. ~ 
WG] This is our place", At 1°40 G:toter * all jeeps and 150 met a 
AMY encireled Abd Al Aziz tent. Hngelishman insisted Abd Al Aziz fo oO 
AVY to Sharaurah. When he refused Bryzlistman said "return or we 1 
ih will kill you or take you to Jisdhramaut."” Abd Al Aziz said wail 
"Take me or kill me. [I will vot wo to Sharaurah." Eng Li shman oO 
Xt said "We have orders take your saris and take you south." Abd oO 
Al Aziz then handed over arns and no force used. At about 164! oO 


Abd Al Aziz put his tent and ef't'ects in repainted ARAMCO truck 
umber | and shortly before 140 he gave driver coded message 
to take to ST-7 at Sharaurah. 


At. 2130 Abd Al Aziz in repainted ARAMCO number 1 accompanied ty 
a Kenworth truck, the custody party, and repainted ARAMCO 

number 2 left ST-9 all poing west. lumber 2 drew ahead and jas 
iriver saw of rest of group was lights heading south over dun 


Pe 


pyyue) 


vSo 


Driver says he does not know who remained at ST-9 and tht engin 
trouble caused his tardy arrival in Sharaurah Sunday morning 
ARAMCO plans fly driver to Danmea:n and hopes question him further 


nnua 


Please note ARAMCO not yet accepting above narrative as fact s 
bow 
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Action . Control: 44! 
NW BA oN Rec'd Oa 
FROM: 9:92 
Info 
RMR 10: Secretary of State Wo. 
@9Qir 
To | Se yh 
35 NO; =. 0 ( Eas ‘ 
G \ (PL S 
aig : , oa i 
; DEPART MEN REP BAT ES ‘ORMATION JIDDA 55, LONDON or er: 
“JR IUMRERED Ww: 
SMSS O) = 
E Ro MY TEL f Oct > 4 
P . e ty 
UOF La tut Pternicon Os" r 2 ARAMCO ocurce gave Ry oe informatiqy ° 
ND LL Caurven Chas @ ased eye wltr nt one Arab ms 
OLI ontract driver who TE ply that alts Sharaurah from qi g 
ST-O with long caded “es “3 eee Abd Al Aziz Al’ } ON iF 
OCB Janani 7 IAG TELS 4 sel een 10 jeeps around ~_ 8B 
USIA ST™-)' area Ang Arat fo) exgye oF vestioned Abd Al Aziz — 53 
CIA "Whst news have you for eg Tz B fics "None. This is ‘! © ® 
OSD du At ae Oct NO OFF jeeps and 150 men encircled! i 
ARMY Ab zis, tent. Raglishmaw instated Abd Al Aziz go to = 
NAVY bs When be nati: sed Englishman said "return or we willl © 
AIR ee Be or take you Lo Hadhrem maut." Abd Al Aziz said "Take “ ¢y 
re lL me. Iwill not go to Sharaurah." Englishman said ol 
DCI "We have orders take your arms and take you south." Abd'Al Aziz 
then handed over arms and no force used. At about 1845 Abd Al 
Aziz put his tent and effects in repainted ARAMCO truck number 1 
and shortiy vofors 2130 he gave driver coded message to take to 
oT-7 at Sharaurah 
AL 2130 Abd Al Azica in vrepainbed ARAMCO number 1 accompanied by 
a Keneorth*® truck, the custody pa rty, and repainted ARAMCO 
amber 2 left ST-9 all golug west Number 2 drew ahead and se 
iver say of rest cf group Was Ligh its heading south over du 
bet o 
Driver says he does nov know who remained at ST-9 and that e 
trouble caused his tardy arrival in Sharaurah Sunday morning. 
ARAMCO plan fily driver te Damman and hopes question him furtfiier. 
Please note ARAMCO not yet accepting above narrative as fact 
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Action \ Control: 4450 ® 
£ Rec'd: October 10, 1955 
NEA“ FROM: Aden 10:55 a.m 
Info 
10; Secretary of State 
RMR % 
NO: 19, October 10, 2 p.m OO © 
SS OO. 
G O) » 
e PRIORITY ‘a 
EUR SENT DEPARTMENT 19, JIDDA 4, DHAHRAN 2. NN 
SMSA Ol: 
i, Chief Secretary called me today to enunciate Aden Government O1 
iy position re incident October 3 when ARAMCO and Saudi parties. ON: 
UOP at British request withdrew from camps in territory held by -*' = 
ND British to se within borders of Quaiti State of eastern Aden 
OLI protectorate ri 
Ons According Chief Secretary, ARAMCO party was offered opportunity — 
USIA remove equipment but, on instructions from Dhahran Headquarters ,2 
CIA departed immediately leaving rigs at two sites located oO 
OSD respectively at (A) approximately 17 degrees 47 minutes oO 
ARMY north 48 degrees 40 minutes east and (B) 17 degrees 52 
NAVY minutes north 50 degrees 02 minutes east. Tractor also 
AIR abandoned at about 18 degrees 10 minutes north 49 degrees 20 
minutes east... 
DCL : 
Although ARAMCO in British view guilty technical violation ‘3 wy 
Oil mining ordinance and Quaiti immigration and customs 
reguiations, Aden Government not oe take action there- :+- : 
under Captain Ellis and party have remained at site (A) 3 
to keep T° on equipment but bave water to last only until n 
October 14. Aden Government is prepared to attempt to , 
maintain equipment for limited period at ARAMCO expense if 
satisfactory arrangements for removal thereof are instituted 
promptly Chief Secretary requested me undertake arrange 
said removal and asked that no ARAMCO or Saudi personnel 
enter area for that purpose except pursuant to arrangements 
made through this consulate 
Raquest indication ARAMCO's wishes and Department's instructio 
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AmConsulaitm, ADEN 20 


owe | Rota. Info: AmCona@S pxanran 4S | 
ee . Contel 19_ ‘ ‘64, 49° 3 / 
Department has discussed with ARAMCO, New Yorkp which is requesting 
- advice Jidda and Dhahran offices before indicating company's wishes in 


matter, ARAMCO officials may also desire discuss with Ambassador befor 


reaching decision, 
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sine ot A Rec'd: Cctober 13, 195% 
me FROM:Dhahren LO: 30 @.m. 
Info 
™ 10: Secretary of State c 
de is] 
2 NO: 71, October ll, 9 a.m. (ea ? 
Wek e 
G wl 
1 SENT DEPARiMENT 71, REPEATED 'TNFORMATZCN JIDDA 57, — l., 
a ADEN BY POUCH. 4 Ww 
UR \ a fees W 
SMSA Reference: MYLEL 70 cf October 10. oe 4 O) 
P ne oO > 
JOP ARAMCO reports SA% sent note te British dated October 4 but ° 
a delivery date unknew:. Note reporte:ly protested "tllegal N) 
eS action" of two british cfficers and their party and requested 6) 
vie British order their planes refrsein jisturbing peaceful people on 
OLB on Saudi territory. — WN 
USTA ‘i a 
CIA Arab contract driver arrived Dhehrsn from Sharaurah last night.\ — 
OSD When questioned here he reiterited sccount given reference bolagrato 
pai with clarification that all Ssudis removed from ST 9. 
NA WY — 
\Ik Last night ARAMCC c{fictnls visiting Amir Seud in Dammam inquired — 
4 re corn ntents coded messsge and Amir ssid not (repeat not) yet de- Ol 
DC! coded. They then told driver's story. , Amir changed subject, oO 
invited them for walk in his garden — friendly conversation 
long time without giving nint of reaction to cevelopment. 
While logicel that any positive reaction be initiated in Riyadh 
or Jidda, the Saudis here including Turki of Buraimi seem to be 
playing cards close to chest and give observers here feeling they 
are engéged in considered game. Cy 
° 
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SW: REM/16 ig 
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DEPARTMENT OF STATE 


Memorandum of Conversation 


Onassis Tankers 


SUBJECT: 


t 


‘te. Kobert L, Derenson, Chairman of the Board, United States 
» 655 Madison Averme 
Teaple 


PARTICIPANTS: 


COPIES TO: 


a3 iM ish 


1 i 


. 


\ 
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o, 


a aad a a nC” lll Be all Ft NS ke A A Ral ate te 





“tr. “erengon seid that he and Onesgele had had a lengthy dis~ 
cassie a6 Gey cade Gelert the course of whieh they spesula ted 
oe Se SE Oe ee Se Een Te te inter 

if thet were the case. Onassis apparently thought that it sight 
to the Venartasnt's diesatiafaction with kis whaling opera ‘ions; 











thay wero not sare which on 
Hr. Berenson wanted to make it clear that Onesets 





bare LH 14s] 5% 
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ber 


DATE: October 11, 1955 


Memorandum of Conversation 


cork 
SUBJECT: OndMsis Case =|’ 
PARTICIPANTS: Mr. Warren Burger, Assistant Attorney General in e of 
Civil Divisi partment of Justice 






Mre Morton Liftin, Attorney 
Mre George Fe Prussing, C 
Mre Merrill Gay, NEA, Department of State 3 
Mre Stanley De Metzger, L/E, Department of State | u | 


al Intelligence Agency [+ 6p bt eg 


[ga oe 


7 

| 

COPIES TO: _ \ | 

G = Mre Murphy MO #« | 

L - Mre Phieger oO : | 

aii NEA - Mr. Allen Os | 
& } NE ~ Mre Gay P| 


— — a 


——— a pi eng pag recone = 
On October 11, 1955 Messrs. Prussing, Gay and Metzger went to the office gf} 
Assistant Attorney General Burger to be brought up to date on the Onassis mattex,) 
Criminal and civil actions against Mre Onassis and certain other corporate. and ~ 
individual defendants had been brought by the Department of Justice growing out — 
of alleged violations of the Shipping Act of 1916, as amended. A tentative oO 
settlement of the civil case, which would have involved dropping of the crjminali ° — 
action, had been considered by the Justice Department, which had sought the views 

of other interested Government agencies, including the State Department, Having— 
received those views, Justice Department had decided to reject the settlement (jj 
offer made by Onassis and had commnicated this to his attorneys, Following (jj 
such communication, Onassis’ attorneys arranged for a meeting with Assistant a 
Attorney General Burger a few days ago, at which Onassis appeared unaccompanied 


by lawyers. 
2) 


At this meeting, Mre Burger related, Onassis stated his view that his UW) 
preferential agreement with the Saudi Arabian Government was at the root of the~_ 
matter, and that he was willing to do anything to set himself right with the << 
Americm Government; Mre Burger stated that Onassis was obviously looking for Ss 
confirmation of his suspicion that the Saudi Arabian contract was the reason 
for the rejection of the settlement, which he knew had been considered to be a 
satisfactory one ‘so far as the Civil Division of the Justice Department was con= (4 
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cernede Mre Burger stated that he did not confirm this suspicion to Onassis. “ 
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Mre Burger went on to say that although Onassis' counsel professed to 
be anxious that the trial of the criminal action, scheduled to begin on October 
17, proceed without delay, he did not believe that in fact this was tne case. 
He added, however, that the Criminal Division did not believe that it had a 
strong case, and that if the criminal case against Onassis was not successful, 
the Government would be unable to negotiate as favorable a settlement of the 
civil case as had been developed in the settlement offer which had been re- 
jected. 


After considerable’ discussion, Mre Burger recommended that the Justice 
Department be authorized to inform Onassis' attorneys that the Saudi Arabian 
contract was at the root of the mattere He anticipated that if this were done, 
Onassis would come to the State Department, which might then inform Onassis 
that this was true, leaving it to Onassis to work himself out of the Saudi 
Arabian contract as he had worked himself into it. Another result foreseen 
by Mre Burger from this course of action would be that Onassis would seek a 
postponement of tne trial of the criminal action, to which Justice would 
accede. 


The State Department representatives stated that they would inform 
their superiors of Mre Burger's recommendation and that he would be hearing 
further from the Department on tne matter as soon as possible. 


Following the conversation with Mre Burger, Messrs. Gay, Phleger, 
and Metzger discussed the matter at length in Mr. Phleger's office. At 
the same time, late in the afternoon of October ll, it was learned that 
Mre Robert Berendsen, a co-defendant in the criminal action, had seen 
Deputy Under Secretary Murphy, seeking information as to just what the 
Department had recommended to the Justice Department in regard to the 
settlement, and seeking confirmation that tne Sandi Arabian contract was 
the cause of the rejection of the settlement. In addition, Mr. Berendsen 
stated that the defendants were not prepared for the trial and wished to 
postpone it. It is understood that Mre Murphy stated that he had not been 
in touch with the case recently, and consequently, was not in a position 
to discuss the matter with Mr. Berendsen at that time. 


It was decided, in the light of Mre Berendsen's visit and other 
factors, that it would be most appropriate for Mre Murphy, on October 12, 
to inform Mre Berendsen that the decision to reject the settlement offer 
was the Justice Department's decision, taken after it had received in- 
formation concerning the desirability of accepting or rejecting the offer 
from various Government agencies, including the State Department, and 
that if Onassis sought a postponement of the criminal trial, Justice would 
not object to such a postponement. Since Mre Burger's concurrence was 


necessary 


necessary in order that Mre Murphy could so inform Mre Berendsen, it was 
decided that Mre Metzger should get in touch with Mre Burger in St. Paul, 
Minnesota, on October 12. This was donee Mr. Burger suggested that Mre 
Berendsen be informed by Mre Murphy that the decision to reject the offer 
was Justice's decision after it sought and received facts and factors 
bearing upon the desirability of the Government accepting or rejecting 
the settlement offer, State Department being one of the agencies. Mr. 
Burger stated that Mre Murphy might add that he did not know whether at 
the present time the Justice Department would accept the basic settlement 
offer, even absent the facts and factors brought to their attention by 
other agencies. With respect to the postponen nt of the criminal action, 
Mre Murphy might say that he had been in communication with the Justice 
Department, and that if Mre Onassis sought a postponement of the trial, 
Justice would be cooperative. 


Following this conversation and Mre Metzger's report thereof to 
Mre Phlieger, Mre Metzger brought the foregoing to Mre Murphy's attention 
with the recommendation that he inform Mre Berenisen in that vein. Mr. 
Murphy stated that he would do so, but would not advert specifically to 
the fact that the Department had brought facts and factors to the attention 
of the Justice Department, since they would lead to pressure to disclose 
what those factors were, and it was the Secretary's desire not to identify 
any particular foreign entanglement of the many which Mre Onassis had 
created for elf and the United States. Mre Murphy inquired whether 
there would any particular point in having Mre Onassis down to the 
Department, pointing out that Mre Phleger had not considered that this 
was wise; after a discussion in which the fact was brought out that profit- 
able negotiations would involve ARAMCO, which did not appear to be disposed 
to negotiate with Onassis at this time, Mr. Murphy indicated that he would 
not encourage Onassis to come down and discuss the matter. Mre Murphy 
stated that he would report the results of his conversation with Mr. 
Berendsen. 
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e “T DEPARTMENT 165 REPEATED INFORMATION LONDON 14, ADEN 5, nN) 2 
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Ga EMBTEL 157. REPEATED LONDON 13, DHAHRAN UNNUMBERLD. WN e 

ne “Noa 

Ol = ,o2 
1. THREE FURTHER NOTES HAVE FOLLOWED SAG PROTEST OF OCTOBER 4 O 

me REPORTED REFERENCE TELEGRAM, TEXTS TO BE AIRPOUCHED: 1 

yo Les 

CA De 9 7 a 

OsD A. BRITISH ULMBASSY REPLY OCTOBER G ASSERTING SITE OF INCIDENT > 

ARMY ft! ADEN PROTECTORATE AS SHOULD BE CLEAR FROM BRITIsH NOTE Of co 

OY AUGUST 4 (CONTEL 435 TO DEPARTMENT) AND, IN TURN, PROTESTING 


Aid "AGAINST UNLAWFUL ESTABLISHMENT BY SAG OF ARAMCO CAMP AT SITI 
QUESTION". 


B. SAG ANSWER TO ABOVE OCTOBER 9 ASSERTING AREA “IS PART Of 
VITAL TERRITORY Gf SAUD! ARAB!A WHICH CANNOT BE SUBJECT OF ANY 
ARGUMENT OR DISCUSSION", CHARACTERIZING BRITISH ACTION Au "CLEAR 
VIOLATION OF RECOGNIZED INTERNATIONAL CONVENTION AND INP RINGEMEN 
OF SAUD! SOVERE, GNIY WITHIN ITS TERRITORY", AND INS!STING ON 
"FULL RIGHT" Si? FORTH IN ORIGINAL SAG PROTEST OF OCTOBER 4Y. 


jenaepyao) 


NOTE ALSO STATES SAG CANNOT ACCEPT BRITISH NOTE OF AUGUST 4 AS 


BASIS FOR ACTION S IT 1S PREPARING REPLY THERE 'O IN WHICH ji! pe! 
WILL RESERVE ITS FULL RIGHT. CONSEQUENTLY SAG REQUESTS RECON- & 
SIDERATION IN LIGHT MUTUAL FRIENDSHIP BETWEEN TWO STATES AND 
"EXPECTS ISSUANCE OF INSTRUCTIONS TO BRITISH OFFICIALS TO STOP 
SUCH VIOLATION". 
C. SAUDI NOTE OCTOBER 10 WRITIEN FOLLOWING RECEIPT I NF RMAs! ON 
THAT SAUDI ESCORT GUARD LEFT AT SD9 HAD BEEN "SEIZED BY FORGE" = 
pin tieates REPRODUCTION FROM PHIS 
CONF IDENT IAL , , IF CLASSIFIED, IS 


PERMANENT IBITED 


RECORD COPY e This copy must be returned to RM/R central files with notation of action takene 
et 
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-2-~ lo5, OCTOBLR i2, G6 PM FROM JIDDA 


WITHOUT RESISTANCE ON {TS PART AND "TAR As PRPoOOUR. Wi tain 
BOUNDARY OF HADRAMUT"™ MOTEL ASSERTS THis ACTION "it COMTRAVEN- 
TION OF FUNDAMENTAL INTERNATIONAL LAW" AND "CANNO! BE JUST! LED 
BY INTERNATIONAL PRACTICE WHICH REGECTS RECOURSE TO FORCE 10 
SOLVE INTERNATIONAL 2! SPUTES"® 


ay Saito — beh Pe ImPVAN TY Hae pe j vn PET WITTE NA Sots 

NOTE. GCONGCLUBES WIT PROD aT AGA) Trait USP RIENDLY Abid 

[Lit AL ACTION” AND "REQUESTS PROMPT iit Asi" OF ARRESILD SAUDI 
2 

SUBJECTS “IN ORDER TO MAIEIAIM IRILMOLY Tics BETWoL™ TwO COvVrRN- 


MLN 


cm | HAVE IND ORMED ARAMCOQ BUARS CHATRMAN DAVILS OF Tlliior NOTES 
AM) Of TATMLAT MADE? BY Criflir GLURE CARY AGL®) COVERNMENT TO 
GCONSUI T AKELAND (ADEN FLILGRSM ¢9 10 DLEPARIMON! } RE LATICO 
DAV ts COMMENT 


(O PRETEEN TAT ARAMCO PARITY AND DAUDT 'oCORT GuUaAkO “Wi tio yw 
Al Beitistt REQUEST" 1S OBVIONS MISSTATEMLIIT OF 1 ACT. OM 7: 
CONTRARY, TO QUOTE FROM FORMAL SIATEMENT SENT By RADIO 

Ie tL PHOM: OCTOBER 3 Br ARAMCO DiAHRAN TO Bhs} 

AND ENDORSED "READ AND APPROVID™ By tim: 


Pill SHE ell eR FLL VS 


YOu €£ttio) WAVE THRIATENED TAT bs tile SAUT: ARAB GUARDS WIC 
THE SAUD! ARAB GOVERNMENT HAS FURM! sith As GQUR ESCORT DID NOI 
RErE AT NOL) WITHORAW FROM Tilt AREA TOCAY YOU WOULD DISARM Tom, 
ANS TAKE THEM [NFO CUSTODY AND ALLO TAKE QUR PERSONNEL IMTOO 
CUSTODY. YOU HAVE JUST FOLD US TAL If wl DID MOT CREPLAT 

NOT) AGREE fO LEAVE WITHIN THE Sex) PEW MIP uILo, YOU WOULD TAKE 
OUR PEOPLE INTO CUSTODY ANG REMOND THLM AND ALL OUR ROLL ENG 
EQUIPMENT TO WADI HADRAMAUT . - 

WE ARK HERE GN Titi CONDUCT OF FPRALEF UL GIL OPERATIONS BY Thi 
AUTHORETY OF fH SAUDI ig GOVE NMIN | WE OO NOT CKLPEAT NOT) 
KNOW WHA! INSTRUCTIONS THE SAUDI ARAB GUARDS MAY RCE EVE [ROM -. 
THE GR GOVERNMENT. ROUNDAR LES AKL MATTERS BETWEEN GOVERNMENTS. 


UNDER THESE CIRCUMSTANCES AND thr ORDER TO AVO'D INVOLVEMENT Ol 
ANY OF OUR PEOPLE iN THE CONSCQULNCES OF YOUR THREATENED ACIJON, 
WE HAVE NO (REPLAT NO) ALTERNATIVE BUY TO WITHDRAW OUR PERSONNEL, 
AS DISTINGUISHED FROM THE SAUDIT ARAB GUARDS FROM THE AREA TODAY. 
WE DO THIS UNDER PROTEST AND RESERVE ALL OUR RIGHTS We CONSIDER 
THE BRITISH GOVERNMENT RESPONSIBLE FOR ANY LOSS OR DAMAGE 10° THE 
EQulPMENT OR MAiERTALS WHICH WE RE LEAVING BEHIND AND WHICH 

MAY BE OCCAS LONED BY YOUR ACTIONS, AMD ALSO RESPONSIBLE FOR THIS 
INTERFERENCE WITH OUR OPERATIONS. 
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THIS STATEMENT WAS MADE IN GOOD FAITH BY ARAMCO AND APPROVE AS 
TO FaCT BY ELLIS 1'T MUST HAVE BEEN KNOWN TO ADEN CHILE SLCRETARY 
WHEN MAKING HIS PREPOSTEROUS STATEMENT TO LAKELAND THIS 
SO, COMPANY MUST FIRMLY QUESTION GOOD FAITH THAT STATEMENT. 
AS 


BEING 
TO EQUIPMENT. 


ARAMCO IS GREATLY CONCERNLD BECAUSE CLIMATIC 
CONDITIONS ARE SUCH THAT MOST |! TiMS WILL DETERIORAT® RAPIDLY 
Wi THOUT SKILLED PROTECTIVI MAINTENANCE 
3. WE WOULD APPREC!ATE DEPARTMENT*S THINKING © Ast PARA} 

GRAPH MY TELEGRAM 151, OCTOBER 5. ARAMCO FEEL “Coral ¥ THAT 
ITS STRUCTURE DRILi. PROGRAM FOR CURRENT SEAbOs, PLANNED LONG 
BEFORE PRESENT SITUATION DEVELOPED. AND ALL 
SANDS. SHOULD CONT I NUE 
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‘ SENT JIDDA 6b; REPEATED INFORMATION DEPARTMENT 74, LONDON 18, 
EUR ADEN a UW :: 
SMSA Ww i 
E Reference: Aden's telegram October 10 sent Department 19, Jidda 4.0 ,, 
i > @ 
UOP We have not requested ARAMCO "wishes" since Embassy will probably + #2 
ND prefer first consider political implications and as we have no N) E 
OL position guidance. Ol 28 
~ Hh ZB 
OCB We have understood King felt ARAMCO withdrew its party precipi- W 
al tously and he felt strongly they should not have moved out. ee 
LA (Apparently Faisal did telegraph ARAMCO to stay but telegram = 
Sb arrived after party had pulled out. ) At time ARAMCO did not O 
ARMY know what Saudi soldters might do and did not wish to expose its 1 
‘AVY own people to what might have been actual shooting. The King = 
ATR might well feel even more unhappy over ARAMCO now accepting a ee) 
proposal which in itself recognizes a measure of UK jurisdiction Ol 
DCI at expense Saudi claims. Secondly ARAMCO might have reservations Ol 
since acceptance proposal as set up might reduce potential extent 
ARAMCO concession. 
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Embtel 151, 165 
eG 18 
Aden's 23 rereets British plan discuss question ARANCO 
equipment wit: SAG, Re last paragraphs Urtels 151 and 165, 
ARAMCO may wish suggest SAG inform British during t:ese dis- 


cussions of desire complete planned structure drilling program, 
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10: L - Mr. Phieger ~* ya iN 


| ‘ , i 
FROM: L/E - Mre Metager OA .. © 


Attached is a copy of a memorandum which I have 
sent to Assistant Attorney General Burger, incorporat- 
ing the substance of Mr. Murphy's conversation with Mr. 
Berensen regarding the Onassis case. 


5.8 


You have asked where we go from here. As 1 see it, 
the Justice Department does not want. to try the criminal ~ 
case, and still desires to settle both the criminal and |... 
civil actions in context of an overall settlement such 
as the one that was recently turned down. Consequently, — 
it appears that Justice will wish to sit tight until the (~ 
factors which made acceptance of the settlement offer_im- © 
practicable disappear or are so substantially aneLiorabeg! 
as to permit such a settlement to be accepted. ig 

This means that the criminal ana civil cases would’ 
continue to be on ice until Onassis (a) presses for trial | 
of the criminal action, which it is very doubtful he would 
do, or (b) settles his. foreign relations problems ei(f™r ~ 
by voluntarily negotiating himself out of the Saudi } 
Arabian contract or by having the arbitrator decide 
against Saudi Arabia in the ARAMCO arbitration, the “*! 
Saudi Arabian King thereafter acting in accordance web 
the award. Since it will be at least ten to twelve 
months before a decision is handed down in the arbit re pions 
it may be expected that Onassis will either seek to 
negotiate with ARAMCO during the next three to six dhs, 
or seek to dispose of his fleet to other parties dur 
that time. 
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NEORANDUM 
TO : L- bre Phleger r 
FRO : L/E - ire Letager C 
SUBIE : Onassis Cuse ‘ 
Following our conversation with ‘tfarren Eurger, Assistant Attorney Gi 
General in Charge of the Civil Division yesterday afternoon, our con- OC, 
versation with you and your conversation with iire Murphy, I spoke with | CW 
Mre Surger again this morning, outlining what we would like to be ina “ty 
position to recomend that Mre Murphy tell hr. Berendsen. What might (= 
be told him follows: fe 
‘ Lf 

1. It is Kr. Murphy's understanding that the Justice Depart- fae 
ment, consistent with its usual practice, made inquiries of a number of tr 
eovernment ea ,encies in connection with its consideration of the settlo- Ci 
ment offer by Onassis, and received from a number of agencies facts and Gi 
factors bearing upon the desirability of the Government accepting or 
rejecting the settlement offere The State Department was one of the 
agencies inquired of by Justice and was one of the agencies which brought ?: 
Justice's attention to the various facts and factors having a bearing upon li 
the acceptance of the offer. The decision to reject the offer was Justice 
Department's decision. in fact, Nre hurphy might add, he does not know (, 
whether at tne present time the Justice Department would accept the basic 
settlement offer, even absent the facts and factors btrought to their at- " 
tention by other agencies. 

2 With respect to Onassis! desire to postpone the trial of : 
the criminal action, Mre Murphy has been in communication with the Justice {| ™ 
De;artment. The Justice Department indicated that if Mr. Onassis sought 1 © 
a postponement of the trial, Justice would be cooperative. my 
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P When informed Consulate General, DEPTEL 20, Secretariat touuy on F 
UOP stated (this not made clear in previous discussion--see CONTE, Ole 
OL] 19) that unless Consulate officially agreés by October 14 to ; N - 
take charge of moving equipment to Saudi territory, Aden Goveriiy oN . 
CLs ment offer to permit removal lapses and equipment will be left oaks 
JSIA unguarded after being "immobilized". Local officiuls unable say Oo 
CLA what British position will be in such event but impression is flit, 4 
OSD matter will be subject negotiation depending on attitude ARAMCO oat 
ARMy and/or SAG. On 
NAVY Ss a O} 
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pee ae of Chief Secretary's message contained in > | 
Contel 19,-6ut has not yet replied. As time limit not specified in N s 
Ol @ 
earlier message, could not offer be extended for several days? - Oo - 
As, meanwhile, responsible officials SAG and ARAMCO are in Jidda © Ww 7 
ood 
and Dhahran, suggest British officials communicate with both in these O 
I 
places, Question of maintenance and withdrawal of equipment would seem a 
Ww 
to be question to be decided between Aden Protectorate and SAG, 6)] 
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SUBJECT: 


| Following is a tabulation of the gross tax and royalty payments made by the 
Arabian American Oil Company (ARAMCO) to the Government of Saudi Arabia from July 
through September, 1955. These figures have been made available by ARAMCO to the 
Consulate General on a confidential basis. Payments are made at official rates of : 
exchange on the day of payment. 


TABLE — ARABIAN AMERICAN OIL COMPANY GROSS TAX AND ROYALTY PAYMENTS TO 
THE SAUDI ARABIAN GOVERNMENT, JULY THROUGH SEPTEMBER, 1955. 
(U. S. dollars or equivalent) 


Additional Company 






sans, He 


eoaoz’vg9ce 


Company Income Tax Income Tax - Jan. Total Gross ™ 


Month Royalty on 1954 Income 1952 - Oct. 5, 1953 Amount Paid 
July 1955 $5,699,813 $12,055,416 $2, 500,000 $20,595,023 
August 1955 6,341,941 12,055,416 2,500 00 20,897,357 
September 1955 6,327,892 11,049,167 2,500,000 19,877, 059N 

1/ Includes special additional payments of $339,794 a 
Detailed figures, including a statement giving the distribution of payments by 


currencies, are forwarded as enclosures to this despatch. As noted in Congen 
despatch No. 22, August 23, ARAMCO supplies this office with five copies of the data 
sheet giving these detailed figures. One copy is retained in the Consulate, Ge 





files, one is sent to Embassy Jidda and three copies are forwarded to the De nt . 
a 
For the Consul General: op = 
> ine 
a fy ' 
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fi ‘ Theodore A. Wahl ay 
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1. Summary of payments in July (3 copies to Department ) 
2. Summary of payments in August (3 copies to Department ) 
3. Summary of payments in September (3 copies to Department ) 


| Copy to: Amembassy, Jidda. 
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"Eneterure Be. 7 ts 
CONFIDENTIAL Despoich ho. @ 7 duied 
ARABIAN AMERLCAN OIL COMPANY OCT 13 1955 trom 


American Consulate General, 
PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT — Dhahran, 


af pact # 
July, 1955 
Excludes Payments cf Customs Duties, Licenses, Permits, 
Visas, ani Similar Items 
‘Li GRUDE RUNS FROM FIELD STORAGE 
UVURING MONTH OF JUNE 1955 (Tons) 34.458, 750 
33S AMOUNTS PALD: 
Royalty, Onshore $ 5,699,813 
Company Income Tax on 1954 Income 12,055,416 
Additional Company Income Tax = Januury 1952 - 
October 5, 1953 (S901) 2, 500, 000 
Payment - Article 7 of the December 30, 1950 Agreement 175, 000 
Annual Rental, Article 4 of Supplementery Concession Agreement 164, 794 
TOTAL GROSS AMOUNT PALD $20,595,023 
Si®RGES DEDUCTED FROM ROYALTY: 
Nepayment of Saudi Government Railroad Construction Costs $ 500,000 


Repayment of Export -. Import Bank Loan 


100, 000 


TOTAL DEDUCTIONS #ROM NOYALTY $ 600,000 


Sal GhhuNT QUT OF COMPANY INCOM TAX 


Assignment out of 1954 Income Tax $ 8,500,000 
Assignment out of Additional Company Income Tax - January 1952 - 

October 5, 1953 4,000, 000 

TOTAL DEDUCTIONS $10,100,000 


2 FUNDS RECEIVED DIRECTLY BY THE SAUDL ARAB 
COVEXNMENT FROM THs ARABIAN AMERICAN OIL COMPANY $1.04425,023 


DISTRIBUTION OF PAYMENTS BY CURRENCIES 
(Payments and Charges are Stuted Herein in U.S. 


Dollars or U, S, Dollar Equivalents Per Agreements) 
U. S. Dollars $ 5,947,207 
Pounds Sterling 4,266,439 
French Frances 281,377 
TOTAL : $10,495,023 


nanran, Saudi Arabia 
imgust 10, 1955 
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CONFIDENTIAl 
ARABIAN AMERICAN OIL COMPANY 


Bespatch ko. G dated 
OCT | 9 | 50 from 
American Consulate General, 


Dhahran, 


PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT 


August, 1955 
Excludes Payments of Customs Duties, Licenses, 
Visas, and Similar Items 


NET CRUDE RUNS FROM FIELD STORAGE 


GROSS AMOUNTS PAID: 
Royalty, Onshore 
Company Income Tax on 1954 Income 
Additional Company Income Tax - January 1952 - 
October 5, 1953 (RS901) 
TOTAL GROSS AMOUNT PAID 
CHARGES DEDUCTED FROM ROYALTY: 
Settlement of Unpaid Invoices 
Repayment of Saudi Government Railroad Construction 
Costs 
Repayment of Export-Import Bank Loan 
TOTAL DEDUCTIONS FROM ROYALTY 
ASSIGNMENT OUT OF COMPANY INCOME TAX 
Assignment out of 1954 Income Tax 
Assignment out of Additional Compan; Income Tax - 
January 1952 - October 5, 1953 
‘ TOTAL DEDUCTIONS 


NET FUNDS RECEIVED DIRECTLY BY THE SAUDI ARAB 
EN FR OP HE ARABIAN AMER AN OII OM PANY 





DISTRIBUTION OF PAYMENTS BY CURRENCIES 
(Payments a arges are ate 


Permits, 


3,348, 406 


$ 6,341,941 
12,055,416 


2,500, 000 
$20, 897, 357 


$ 12,619 


500 , O00 
100 , 000 


$ 612,619 


8,500,000 


1,000 , 000 


$10,112,619 


$10,784,738 


erein in U.S. 


Dollars or U.S. Dollar Equivalents per Agreements) 


U.S. Dollars 
Pounds Sterling 
French Francs 


TOTAL 





Dhahran, Saudi Arabia 
September 10, 1955 


CONFIDENTIAL 


$ 6,117,589 
4,385,773 
281, 376 


$10, 784,738 
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7 ' Gesprich No. G 7 dated 
ener ARABIAN AMERICAN OIL COMPANY OCT 13 1955 — from 
com PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT — American Consulate General, 
if SEPTEMBER, 1955 Dhahran, : 


wXCLUD&S PAYMENTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 
VISAS, AND SIMILAR ITEMS 


wet Crude Runs from Field Storage During Month of 


siumst 1955 (Tons) 3,839,880 
Gross Amounts Paid: 
Royalty On Shore $ 6,327,892 
Company Income Tax on 1955 Income 11,049,167 
Additional Company Income Tax = January 1952 - 
October 5, 1953 (RS901) —£5.200,000 
Total Gross Amounts Paid $19,877,059 
Charges Deducted from Royalty: 
Settlement of Unpaid Invoices $ 24,3 
Repayment of Saudi Government Railroad Construction Costs 500, 000 
Repayment of Export-Import Bank Loan __100, 000 
Total Deductions from Royalty $ 600,243 
Assignment gut of Company Income Tax: 
Assignment out of 1955 Income Tax 5,000,000 
Assignment out of Additional Company Income Tax 
January 1952 - October 5, 1953 : 1,000,000 
Total Deductions $ 6,600, 243 
nds Kecelved Directly by Saudi Arab Government 
from _the Arabian American Oil Company $13,276,816 
D i n 
(Payments and Charges are Stated Herein in U. S. Dollars or I. S, 
" Rollar Equivalents Per Agreements) 
U. S. Dollars $ 8,508,130 
Vvuids Sterling 4y446,833 
’- neh Francs 321,853 
Total $13,276,816 


Dhahran, Saudi Arabia 
Qetober 10, 1955 
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NWA FROM: AK 1¢ tT) ~ | i : a2 cl 


Info 


RM 10: Secretary of State 


Ss NO: Pl, October 14, 4 p.m. 


: 3 


a : Ww 
oe NTACT Ww « 
BUR 0) i: 
| SENT DEPARTMENT 21, NIACT JIDDA 6, DHAHRAN 4, LONDON 1 > * 
Hy e Ry. 
’ a . =) 5 o 
ponveyed substance DEPTEL 21, October 13 to Chief Secretary Ni bs 
ND who took note thereof and promised communicate British on & 
OL] Government. He stated supply situation permits extension on A 
ane neanwhile of original withdrawal offer until Monday October 17. gy § 
US] Aden Government, for present, still desires that any withdrawal w. @ 
[sh urprangements be made through this Consulate. «= 
OSD O 
wes Re Jidda's 165 to Department October 13, I must state for F 
Di | the record that Chief Secretary in original conversation wit 
(CONTEL 19, October 10) did mention that ARAMCO party had in 
left protest with Ellis but failed to indicate nature or 6)) 
contents thereof. Ol 
‘hief Secretary in response my question, today said Saudi 
guards originally left site but later returned and were 
arrested without a fight. They have been removed to vicinity 
Mukalla 
LAKELAND 
LMS.MEM/ 14 
Note: Mr. Wilkins' office (NE) notified. 10/14/55, 1:01 p.m. 
EMB( CWO ) 
ao 
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FROM: Addu : 3200 .it-. 
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TO: Secretary of State EE 8 
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NO: 25, Octoner 17, 7 DM» g 
QM © 
SENT DEPARTMENT 24, JIDDA 7, LONDON 2, DHARHAN 5 r= tu 
Re Consulate telegram el. » ® 
bee . ee i eae fee 
Chief Secretary today stated British Government instructing its ae 
Embassy Jidda discuss with Saudi authorities question removal on gi 
ARAMCO equipment. Ellis being instructed by Aden Government to Oo’ 
retire from drilling sites after ‘mmobilizing equipment y re- iar 
moval key working parts. \ . 0° 
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CONF TDENTIAL I all 


October 18, 1955 
To: pe 


From: DDN yp 


Mr. Duce just called from New York to 
state that Mr. Jennings of SOCONY MOBIL has 
returned from Saudi Arabia and intends to come 
and see Mr, Hoover shortly and report on the 
results of his trip to Jidda, 

Mr. Duce further said that Mr. Jennings 
had been informed in London that Mr. De 
Visscher of the Buraimi Tribunal had re- 
signed after receiving a letter from the 
British Foreign Office with a copy of a 
check reportedly paid to the Pakistani member 
of the tribunal as a bribe, Mr..Duce says 
he doubts this because he doubts the Pakistani 
would accept a bribe and, further, if he were 
bribed, he doubts it would be by check, 

I informed Mr. Duce of the contents of 
the attached telegram from Adeh, He said, 
"fine ” " 

He said that the long telegram they had 
received from the fjeld on Saturday did not 
concern the border dispute, but concerned the 
Onassis matter on which "something is now 
stirring." He said he would come in next 
time he was in Washington, 
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October 15 


To a 
From: DDN Yr 


Attached are memoranda for the files 
on all our conversations with If, Duce 
and others from Aranco on the border incident, 
You may remember other points which should 
be added. 


wend Cssl PHY 


CONF TDENT IAL : 


October 14, 1955 
MEMORANDUM FOR THE FILES: 


Subject: Extension of Tine Limit for Withdrawal by Aden Authorities 


Mr. Newsom telephoned Mr. Duce today to give him the substance of 
Aden's No, 21 of October 14. fr. Duce and Ir, Chapman came to the 
office for a fuller discussion, Ir. Duce said he was expecting a long 
telegram from Jidda which he believed to be on this subject and would 
com-unicate with us later, (This telegram subsequently rroved to he 
on a different subpect. ) 


 - on 


CONF TDUNTIAL 


CONF TDENTIAL 
October 13, 1955 
MEMORANDUM FOR THE FILES 3 


Subjects Withdrawal of ARANCO Equipment from Disputed Territory 
in Southern Arabia 


tr. Duce came to the office today to discuss the general situation 
on te border of Southern Arabia. If, Wilkins t9a@ told him that, at 
the request of the Pritish Embassy, we wished to inform him of the con- 
tents of the British note of August 4 to Saudi Arabia rerarding the bor- 
der, le acknoweledge receipt of thts information and said that he had 
already been informed by the, Saudi Arabian Government. He produced a 
map which ARA’TO had made which -included the new British claim, 


lr, Duce then said he had come to tell Mr, Wilkins about two 
messages he had received on the Aden border incident. One, which he 
could nt leave with us, indicated that, in Jidda, ARAMCO of “icials 
felt they did not wish to involve the U.S. Government in the affair. 
The other, a copy of which he left, reported the SAG note of October 
4 to the British and furthe r reported the taking into custody of 
the Saudi soldiers left behind at SD-9, 


Mr. Wilkins then gave Mr. Duce the substance of the following 
telegrams: 


No. 157 from Jidda of October 3 
No, 70 from Dhahran of October 10 


No, 20 from Aden of October 13 
No, 21 to Aden of October 13 


a om 
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CONFIDENTIAL 
October 11, 1955 
MEMORANDUM -FOR THE FILES: 


Subjects Request by Aden Authorities for Consulate's Assistance in 
Arranging Withdrawal of ARAiCO Equipment, 


The substance of Aden's telegram No. 19 of October 10 was given 
to Mrs. Crawford of ARAIWO today. lr. Duce later telephoned from New 
York to clarify his understanding of tle message, Me was informed 
that we were informing our Embassy in Jidda that A AIMCO, New York, 
was secking advice from its field offices on the matter. Mr. Duce 
suggested that ARA!CO officials in Saudi Arabia might also wish to 
discuss the matter with Mr, Wadsworth, This suggestion was includéd 
in the telegram which went to Jidda (No, 132, Oct, 12) 


Mr. Duce also commented that it was his opinion that ARA?TO 
would not wish the U.S. Government to intervene in the matter since 


it might prejudice ARAITO's relations with the Saudi Arabian Govern- 
ment by indicating that we recognized the British line, 


David ‘ Newsom 


CONF IDENT IAL 


CONFIDENTIAL 
October 7, 1955 
MEMORANDUM FOR THE FILES: 
Subjects ARAMCO Activity on Sout’ ern Arabian Border 
Mr. Duce telephoned from San Francisco today to inquire about 
the latest information on the incident on te Aden Protectorate 


border. Hr, Wilkins informed him that there was a discrepancy in 
the coordinates we had received from various sources and that we were 


asking Dhahran to clarify. 
David 2 ‘en 


CONF IDENT IAL 


CONF TDIENTIAL 
October 6, 1955 
MEMORANDUL FOR THE FILES: 


Subject: Pritish Request to ARA' CO Drilling Party to Leave Bisputed 
Area. 


Mr. "“arold Minor of ARAMCO came in today to bring a copy of an 
APAMCO message of October 5 reporting the departure from disputed 
territory in Southern Arabia of an ARAMCO drilling party soecdieobtohekx 
following a visit of British officers and soldiers of the Aden Pro- 
tectorate, Mr. Minor was given the substance of Bhmhran's telegrams 
64 and 65 reporting substantially the same information. He was 
told, however, that the information from our Consulate General in 
Dhahran gave coordinates which differed from those in the Aramco 
messages and that we were asking the field to clarify this dis- 
crepancy. 


lr. Minor was subsequently given paraphrases of the two tele- 
erams from Dhahran mentioned above, 


David D, Newsom 


CONFIDENTIAL 


CON VIDENTIAL 


September 30, 1955 


‘ 


MEMORANDUM FOR THE FILES: 
Subject: ARALCO Activity in Southern Arabia 


Mr, James T. Duce called today to report on his recent trip to 
Europe and on the breakdewn of the Buraimi arbitration, 

He also mentioned the difficulty APRAICO appeared to be having on 
the southern border between Saudi Arabia and the Aden Protectorate and 
left for lr, Wilkins' review a file of letters on this problem, This 
file included: 

A memorandun from ir, Phillips, British Charge in Jidda to 
Mir, Knight of ARAITC, dated August, 1955 

A nemorandun from ir, Knight to Ir. We. L. Owen of ARA'UCO, 
dated September 5, 1755 

Excerpt from "Oil Forum" of July, 1955, regarding discovery 
of oil in Aden Frotectorate, 

Letter from Hr. Meucller of ARALCO to -r. \'. L. Owen, dated 
September 17, 1965. 

letter from ir, WV. L, Quen to Mr, Garry Cven, cated September 
As LID e 

or, Duce: Said that previously the British had warned an A°A. CO 
party owb of an area, only to discover later that the area was clearly 
Seudi territery. ‘le said that, according to the information he had, 
this latest incident was 2lso clearly in Saudi territory. 


David Vv Newson 


CONFIDENTIAL 


CONFIDENTIAL 
September 29, 1955 
MEMORANDUM FCR T I FILES: 
Subject: British Notice to ARAMCO Drilling Party in Southern Arabia 
ls, Frances Crawford of the Washington ARAMCO office telephoned today 
to report that British aut orities had stop»ed an Aramco truck carrying 
water between Sharaurah and a structure drill camp and had informed 


ARAMCO authorities that work must cease in this disputed area, Mrs. 
Crawford subsequently sent over a copy of ARAICO's telegram No. 290 of 


September 29, 
ved esse 
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i STANQARD FORM NO. 64 SECRET 


Office Memorandum * UNITED STATES GOVERNMENT 
He7 


TO : NE - Mr. Dorsey DATE: June 10, 1955 
FROM : NE — Nez C, Hallet, Jr. 
suBjEcT: Saudi Request for Tanks 


Before he left Mr. Fritzlan drafted a letter from Mr, Nolting of 
S/MSA to Defense approving the sale of 18 of the 36 tanks requested by the 
Saudi Government. Mr. Dixon had this letter awaiting comment by Mr. Bailey 
of the British Embassy before sending it to Mr. Jernegan for Bureau.clearance, 
A negative reply was expected from the British, but we intended to proceed with 
the sale due to our commitments in connection with the Dhahran Air Base Agree- 
ment. 


In the meantime Sir Roger Makins of the British Embassy called upon 
Mr. Hoover to protest this transaction. He said the UK "took rather a dim 
view" of this development. The Saudis, according to him, were making threats 
toward a number of their neighbors, including Muscat and Aden, which raised 
some difficult problems, particularly with regard to further threats of ex- 
cursions into the Buraimi area. Sir Roger also understood the Saudis were 
planning to put on a display of their military weapons at the time of the 
pilgrimage to Mecca, with the idea of impressing as many of their neighbors 
as possible in order to undermine the Iraqi-Turkish Pact. This, he felt, 
would be most unfortunate, Specifically, Sir Roger said that the UK wished 
us "to take another look" at this entire program, as he did not believe it 
was conducive to relieving tensions in the Arab area. Mr. Hoover at the 
conclusion of his memorandum addressed to Mr. Murphy added "Would you explore 
this matter with NEA and see if there is any action which we should take with 
respect to Defense?" (Deyn. hes Me Ihre Mano — Poff) 


In NEA the action on this memorandum was assigned to Mr. Dixon with 
a note from Mr. Jernegan saying "Please speak to me about this." As you know 
Mr. Jernegan is on sick leave. 


In regard to Sir Rogertg argument that the Saudis intend to use this 
equipment to impress its neighbors to the disadvantage of the Iraq-Turkey Pact, 
it seems to me that even the most effective show would not be too impressive 
to the other Arab States with the possible exception of Yemen. In comparison 
with the other Near Eastern states Saudi Arabia has relatively little equipment, 
especially heavy equipment. The maximum amount of "show equipment" from the 
United States that could be shown would be 114 armored cars, 9 B-26 aircraft, 
and 18 tanks, if these requested are delivered before the pilgrimage which is 
very unlikely unless we really push the project. Ambassador Wadsworth believes 
that it is definitely in the interest of Saudi-United States relations that these 
tanks be made available to Saudi Arabia and, if at all possible, by the time of 
the pilgrimage, 


The other 


SECRET 


SECRET 
oa 
The other argument Sir Roger used concerning the boundary threats 
has more substance, There have been border incidents from time to time and 
in most cases the Saudisyhave instigated them. However, it is very unlikely 
that Saudi Arabia could shal its small forces and support them in any 
action against British protected neighbors. 


You might wish to discuss this case as soon as Mr, Jernegan returns 
from sick leave, We should get it moving as early as possible, 
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FROM: Dhahran 6:42 p.m. ae 
Info o a 
RMR TO: Secretary of State y 
EUR NO: 76, October 19, 5 p.m. 
BK 
SENT JIDDA 67; REPEATED INFORMATION DEPARTMENT 76, LONDON 20, OU 
CIA ADEN 3 0) 
OSD > 
ARMY Amir Saud Bin Jiluwi sending 100 motorized Khuwiya and Mujahikin ° 
(soldiers not part of regular Saudi army) to Sharauraharea with N 
instructions remain in quite "safe" area (presumably well outside 
disputed area) detachment carries Qwn communications. , oO 
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Embassy's telegram 1443, October 11, 1955. pa ee 
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SUBJECT: Disputed Boundary in Southeastern Arabia: Recent I c¥dent es 
Involving ARAMCO , ; oe Fy ih ufs far as 
, : ? rs ~ Lf ét = vil a] Bass § 
| eu a 
In the absence of instructions from the Department, the Embassy 
has not approached the Foreign Office regarding the recent incident 
involving an ARAMCO drilling party in the disputed area along the Ww 


boundary between Saudi Arabia and the Aden Protectorate, nor has the Ww 
Embassy conveyed to the Foreign Office the information on the subject 0 

_ contained in a number of recent telegrams from the Embassy at Jidda, 
the Consulate General at Dhahran, and the Consulate, at Aden. Members 
of the Foreign Office, however, have on several occ&sions raised the 
matter in conversation with representatives of the assy, as reported(y : 
for example in Embassy's telegram 1443 ae mg kee) 1¥, 1955, and have Oo} 
given the Embassy the British version the incident. - OW 

. it dt He ' 


As the Department is aware, thé.British asked the ARAMCO seen a ~ 
withdraw from the area because it was south and east of the line which O 
the British in their note of August 4, 1955, to Saudi Arabia had laid | 
down as constituting the boundary between Saudi Arabia and the N) 
Hadhramaut (see the Embassy's telegram 435 of August 4 and Embassy's O 
despatch No. 330 of August 5th). In at least two recent discussions 
of the matter with the Foreign Office, Embassy officers have inquired ol 
whether the Foreign Office was certain that the line in question 
actually coincides with the southern limit of the Great Sands through- 
out. It will be recalled in this connection, from the Embassy despatch 
No.330 and earlier reports on the subject, that the British have for 
some time been inclined to regard the limit of the Great Sands as 
representing the most suitable frontier (although they have never so 
informed the Saudis) and that therevised line of August 4th was dn 
attempt to make the 1935 Riyadh line coincide with that limit. It 
will also be recalled that the location of ARAMCO drilling site ST+9, 
at 17° 42' 33" North and 48° 35' 18" East, is apparently north of the 
southern limit of the Great Sands but south of the British line of 
August kthe 


OX -=er 


The replies made by Foreign Office officials tc questions on this 
point have been somewhat vague and have been to the effect that 'the 
August 4th line ran "approximately" along the limit of the Great: Bands. 
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From London FLaaiheaton) Desp. No. 


From 


Under cover of the Department's unclassified Transmittal sheet, 
dated September 14, 1955, the Embassy received from the Department 
at the request of Mr. Alex Chapman of ARAMCO, a copy of the AR@MCO 
map entitled "Central and Southern Arabia"(scale 1:2,100,000) dated 
December 1954, which is apparently the same map as mentioned in 
Dhahran's telegram 67 of October Zth to the Department and which 
shows that in the area west of 52” East longitude, the British line 
of August 4th does not in fact coincide with the southern limit of 
the Great Sands. The Embassy has not shown this map to the Foreign 
Office, nor is the Embassy aware whether it has been discussed with 
any of the representatives of the British Government, It occurs to 
the Embassy, however, from the apparent vagueness of the Foreign 
Office's thinking with respect to the matter, that the promulgation 
of the August 4th line in this particular area and the subsequent 
request to the ARAMCO party to withdraw, may have been the result 
of an error on the part .of the British as to the actual location 
of the southern limit of the Great Sands, and that ARAMCO's informa- 
tion on the subject may be more up-to-#date.than that of the Foreign 
Office. The Embassy therefore believes. that it would be helpful 
to discuss the matter with the Foreign Office, using the map in 
question, and requests the Department's authorization to do SO. 


For the Ambassador: 


ce: Jidda Evan M. lson 


Dhahran First Secretary of Embassy 
Aden 
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1 ' 
Old dino BSE vert telegram Lol. 


i ) Garey Owen of ARAMCO assures me expression company's desire 
piete structure drilling program has been explici* or imnplic. 
oy conversation be has hal with SAG. Latest Veloprents\) 
i] f ) Veatohe oe Rri tic} Snes i ei ve] . a a 14 Gl See" ok as 
7 October 17 British Charge called at Sanuci Foreign Office 


informs me he "requested SAG instruct ARAMCO withdraw 
equimpvent left SD 9" which has been "enterea illegally". Head 
Foreiyn Orfice replied SAG holds firmly to position expressed its 
earlier note that "this area is a part of kingdom" 


SSGSZz-O1l/ESSGe*VIEE 


(B) October 18. Saudi Fevsipn Office sent short one-page note 

to British Enbassy saying SAG "holds British Government responsible 
for any damage to equipmen ind for compensation for any loss 
ompany sustains as result non-employment of such equipment" 


(C) October 18. Saudi Foreign Office sent long coheed aa 
note to British E.bassy answering British note of August 4. 
N. B This British note conveyed British Government's refusa 1 
it’ Saudi proposal to arbitrate all frontier matters and set fo 
its clear delimination of northern boundary British protected 
terri tory . 


Key passages of Snudi answer pertinent to current ARAMCO issue 
read 


ad bs | peruepyyue) 


"SAG opinion concerning territory located generally vetween_. 
» degrees and 19 degrees north latitude is that there is ne, 
common boundary between territories belonging to Saudi Arabts 
| : ooh Et, 4 acute oe —— 
those of Sultan of Muscat. 
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CONFIDENTIAL 
“p= lf, Qetober 23, 1 p.m., from Jidda 


"Regarding territory located south of 19 aegrees north latitude, 
SAG suggests that boundary between Saudi Arabie and territories 
of rulers on whose behalf British Governnent. has right to act 
should start at intersection of 19 degrees north latitude and 

56 degrees east longitude and from that point extend to inter- 
section of 17 degrees north latitutde and 52 degrees east longi- 
‘cde; then run west along 17 degrees north latitude to 48 

iesrees east longitude; then extend to intersection of 16 degrees 
north latitude and 46 degrees east longitude and thence down 

Lo Yemen frontier". 


Ssudi note later argues: "Conscquently dispute between two 
vovernments is still existing". 


(2) Owen and Saudi Foreign Office confirm to me (re Dhahran 
‘elegram 76 to Department) that SAG is establishing frontier 
post of circa 100 men st SD 7. 
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Rec'd: October 27, 1955 a 
FROM: Ankara LLe Sl Seti. 10 
Info 


RMR TO: Secretary of State 


NO: 722, October 27, 3 p.m. bY 
: 

SP 

C SENT DEPARTMENT 722, REPEATED INFORMATION BAGHDAD 35, JIDDA 11, 

on LONDON 142. 


Uy 
Gu 
P ‘In conversation today with Foreign Office Director General Eralp ® 
UOP ye subject mentioned EMBTEL 721, he stated Turks are informed > 


Aw ArT 
wit a 


Iraqi Premier Nuri said has urged US stop oil revenues to Saudis 
IVP for six months as best means bring them to heel and has asked Tur 


atr 


UCh  gupport this demarche. Eralp said Turkish Government will not do Gr a 
so because it appreciates prac:ical impossibility for US take 2 
such action. He commented if we were to do so Saudis, in present NW fe 
frame of mind, would be quite capable of inviting Soviets operate > ) 
oil fields. on 
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CONFIDENTIAL © 
ED DEPARTMENT OF STATE (o/ 7 al 
ASSISTANT SECRETARY 
/ October 31, 1955 AE 
‘ [—— 
TO: The Acting Secrétary e Xs 
THROU, SA gp oe idl 
: \; 


FROM: “NEA ~ George V, Allen fra 


SUBJECT: ARAMCO Payments to Saudi Arabia 


Discussion: 
1, Regular Payments: 


ARAMCO payments of royalty and income taxes to Saudi Arabia average 

the equivalent of $800,000 per day and are payable quarterly and, on 

occasions, monthly. Thirty per cent of this sum is paid in sterling; the 

remainder, in dollars, (This means, at current rete, about $292,000,000 a year.) 
This figure includes,also, 506 of a new refinery fee levied at 

Ras Tanura from January 1, 1%5. The fee is 8 cents per barrel, of which 

4, cents goes to Saudi Arabia. Ona refinery production of 200,000 barrels 

per day, this amounts to $8000 per day or approximtely ¥3 »000,000 per year, 


2, Retroactive Payments: 


In addition to regular payments, ARAMCO, on October 27, paid Saudi 
Arabia the following: se 


48,000,000 in dollars 
23,500,000 in pound sterling 
$ 1,500,000 in French francs 


These payments were a unilateral action by ARAMCO in an effort to settle 
the pricing question. Although Saudi Arabia hag not agreed to ARAMCO's 
formila, they have agreed to accept the money without prejudice to future 
settlement. 


These sums represent retroactive payments from October 6, 1%3 through 
October 15, 195 on the basis of the following formula: 


Stabilized crude: Posted price less 2% 
Unstabilized crude: Posted price less 2 less 5 cents per barrel 
Quantity discounts: In excess of 750,000 barrels per day: 5% 

In excess of 1,000,000 barrels per day: 7-1/% 


ARAMCO assures us that this forma does not do violence to other oil 
agreements in the area, 
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25 a A LA SASS 
Action ‘ Control: 328 
N Rec'd: November 1, 1955 £2@&S3 
FROM: Dhahran L1:Su) gad. oe HO 
Info p =) 
RMR 10; Secretary of State f 
EKUR yo; 81, November 1, 5 p.m. 3 
Io W = 
BK SENT JIDDA 78; REPEATED INFORMATION DEPARTMENT 81; LONDON 22. Ww § 
P Oo * 
oe ARAMCO sources reported on October 31: > wv 
OL : ey 
A. Fifteen Saudi policemen captured at Buraimi brought Bahrain fy & 
OCB to Dnahran evening October 27 by ARAMCO plane'pressed into on §& 
USIA service by SAG. Abdullah Ibn Nami: commander of detachment, anth & 
CIA two other Saudi soldiers hospitalized at ARAMCO hospital Dhahran.wy ™ 
OSD One already released from hospital. Nami and other probably ~~ =e 
ARMY tomorrow. SAG initially sought move Nami immediately Jidda for — 
NAVY report but ARAMCO doctors advised his wounded condition did not — 
ATR permit. Nami probably proceed Jidda when able move safely. 1 
DCL B,. Further details buzzing of gravity meter party correct date Q 
of which was October 28 by two armed four-engine planes. Locatia 
party 22 degrees 52.5 minutes north and 52 degrees 51.5 minutess 
east apparently slightly on British side 1945 Riyadh line but 
south 23 degrees (arbitration line). Six Americans, no (repeat no) 
Saudis in party. Saudi escort at base camp (22 degrees 44 minutes 
north and 52 degrees 13.5 minutes east). Buzzing at low level 
in extremely threatening manner. Noon October 29 one plane made 
three passes over party but not as low as previoys day. Details 
sent Duce Washington to inform Department. ARAMCO polic, to 
continue normal operations permitted by arbitration agréement 
until told desist by SAG. 
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CONFIDENTIAL 


DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: November 2, 1955 


SUBJECT: ARAMCO Concern Over British Action in Buraimi. 


PARTICIPANTS: Mr. James T. Duce, Vice President, ARAMCO 


Mr. Samuel Kopper, ARAMCO 

Mr. Thomas Bargar, ARAMCO 

Mr., Richard Young, Counsel, Government of Saudi Arabia 
Mr. Outerbridge Horsey, Director, BNA 

Mr. David Newsom, NE 


JOCTROESCHO : Mr. Taylor Ge Belcher, BNA 

Copies to: EUR BNA Co 
NE Embassy Jidda CO 
L Embassy London ren) 
OLI American Consulate General Dhahran > 

UNP 3 
= SS ar ee et 1 we A 
Mr. Horsey arranged to see the above-named individuals at Mr. Kopper's oO 
requeste Mr. Kopper and Mr. Young reviewed the background of the situation Ol 
from the point of view of ARAMCO and the Saudi Arabian Government. The de= ON 
tails of this review have been well covered in a previous memorandum of ~N 
conversation dated October 31, 1955. In this instance, however, in view of _, 
BNA's responsibilities, more emphasis was placed on the British position og 

in this dispute. Fl 
Mre Dtice explained that this particular boundary dispute was one of ue 
many which ARAN@® had hoped to see settled. The Buraimi arbitration was to (] 


DC/R ontrolled companies had in the area. The British were faced,-he 
F Frith the problem of these small, poverty-stricken areas and ns Ee 
weistn. ae a | 
. attracbio: oe 
a | to tz sale 
Ft 
cn 
‘at------ | CONFIDENTIAL ww) Ee 
oe 1) 


have been the first of a series which might have led to a settlement of the 
many border disputes in the Arabian Peninsula. As far as ARAMCO is concerned, 
in this instance oil is not concerned since the company is not at all 

certain that there is oil in the area, and the proven resources in their O 
own concessions are too large to permit exploitation (or sale), within Ww 
the duration of the ARAMCO concession. ARAMCO is, however, interested in the_ 
settlement of the many disputes by arbitration or whatever feasible method ~< 
there may bee 


_ There was some speculation as to the British motives in taking this 
action in Buraimi. Mr. Duce pointed out that the British were vitally 
interested in maintaining their standing with the local Sheikhs. They iS 
were also, of course, interested in the oil concessions which Bribgp 

ts 
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attraction which the tremendous oil-based wealth of Saudi Arabia, 
Bahrein, Kuwait, and even Quator had for theme He speculated thet the 


British felt that some positive indication of support for the interests 
of Sheikhs was essential. 


Mr. Kopper closed the meeting by saying that ARAICO hoped that the 
United States Government conld assist in some way in persuading the 
British to re-open the arbitration proceedings in an attempt to avoid 
the obvious dangers which confronted us as a result of their unilateral 
action in occupying the oasise 


The meeting was adjourned and the visitors left for a meeting with 
Mr. Allene 
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Of interest snovwine Brit. 


Att tuce, 
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WASHINGTON 25, D. C. 
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WASHINGTON 
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-corve V. Allen 
istant Secretary 


ur, justin 1, Foster, 
Gereral Counsel, 
Socory Mobil O11 Comm, Inc., 
26 Broreway, 
: iow Vorit 7. dew “ar. 
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I agree fully that the press release could be 
better. However, Socony first drafted one much 
worse and much too long. Mr. Hoover emphasized to 
them that the release should be short and not go 
into too much detail. Mr. Hoover has already shown 
this one to the British. The Sonony Board of 
Directors have spent several days already on this 
yelease. We might get it changed but an awful lot 
of palaver would be entailed. JI think we can live 
with this ome, although we'll undoubtedly have to 
put out one of our own if this is ever issued. 


UVA 


Socony MoBIL OIL COMPANY, INC. 
26 BROADWAY 


Austin T. Foster NEW YORK 4,N. Y. ty 


GRNERAL COUNBBL 


COnwhILENTIAL 


November ? 9S « 


Hon. George V. allen 
Asnistent Secretory of otute 
Denartaent of ots te 

Zist &treet & Virrivnis saveoue 
Washincton, Ds Us 


Denr George: 


f am enclosing herewith copy of a nress 
release whith we heve preorreo sna weier 1 trink is 
pretty much in line in form with your ideas on the 
enhiect. I thine our eonversstion in rep rd to this 
matter was useful. Than« you for givine us tre time 
whith we srent in your office, 


Sincerely, 


nlTkijs 
Nes 


We have been aware for some time thrt the 
Oaudl Aaravdiaen Government took the position thet pocony 
Mooii could not continue to do business with both Saudi 
Arabla and Israel while the two countries sre enrored 
in Nostllities., 

After reneated consultations with the 
United States Government, we decided there was no 
practical alternative to our withdrawal from lersel 
wnere we suppiy less than 3 third of the market. 

The oil surply situation in the world Loctay 
is such that Isrzel should have no di; riculty in obtain- 


ine all the oil it needs. 


STANDARD FORM NO. 64 


CONFTDENTTAL ms 


Office Memoran UM - UNITED STATES GOVERNMENT 


TO 


FROM 


SUBJECT: 


Nhe SNE an 


: NEA - Mr. Alen DATE: November 8,-1%5 . 


‘ NE - Fraser Wilkins k. " 


Socony Mobil Statement on Boycott Action. 


It would appear to us that the proposed release sent to you by 
Mr. Foster crystallizes the issue to mch too great an extent, I 
wonder whether we could not point out to Socony Mobil that no release 
would be preferable to one which was as specific as this one. How- 
ever, if Socony Mobil should be queried by the press, it would seem 
to us that they could point out that their investment in Israel had 
been marginal and that in the light of their investments around the 
world, including those in other parts of the Near East and Middle 
East, it had been decided to withdraw rradually from Israel, 


We also note that the first paragraph of this release speaks 
of the two countries as "engaged" in hostilities. It would be more 
accurate to state that Saudi Arabia considers itself in a state of 
belligerency with Israel. 


In the light of your earlier conversation with Mr. Foster in 
which you stressed that the company had kept the Department informed 
but that the decision was the company's, you may wish to raise the 
matter of the wording of the second paragraph. As now worded, it 
seems to give the impression that the decision was a joint one, 


Recommendation: 


In order to give you the opportunity to discuss this release 
further with Socony Mobil officials, we recommend that you sign the 
attached letter and in subsequent conversations with officials of the 
company raise the above points, 


. a 
Bok bn. Meee te teeny we 
Attachments: : euse pivlcilg Jt wthorT saad 


— eae Zon apes 
1. Letter to Mr. Foster. rey é 2 ai 
2. Letter to you from , “fe Vous . Peep we too ; 
a a TE, 


Mr. Foster. 
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DEPARTMENT OF STATE 


Memorandum of Conversation D 2 


Ww . 


DATE: November 2, 1955 


SUBJECT: Meeting With Aramco Officials on the ODM Letter of 
October 29, 1955 to,0il Importing Companies, ( } a 


PARTICIPANTS: Mr. Terry Duce, Vice President Arabian American 011 Company 
Mr, Samuel Kopper, Legal Staff, Aramco, ( 
Mr, Kalijarvi - E % 
Mr. Beckner - FSD 


COPIES TO: U - Mr. Hoover ARA - Mr. Holland sy 
NEA- Mr, Allen ITR - Mr, Armstrong ae 
NE- Mr, Newson .. - 








Mr. Duce and Mr. Kopper of the Arabian American 011 Company calles 
at the Department on November 2, 1955 to discuss some aspects of the —' 
letter Dr. Flemming, ODM, had sent to the oil importing companies on ~' 
October 29, 1955. Mr. Duce stated that his company was deeply concerned 
about this letter, He pointed out that his company did not itself import 
petroleum into the United States although its parent companies did so, 
His immediate concern was the statement in the Flemming letter which 
asked the companies to make a seven per cent reduction of imports of 
crude oil but which exempted Venezuelan and Canadian oil from the 
restriction, If all imports were to be restricted to an equal degree 
regardless of source he would have no-‘complaint, The exemption of 
Venesuelan and Canadian oil, however, involved discrimination against 
Saudi Arabia, where his company had oil concessions, anf was in contra- 
vention of the long-time United States Government policy: n= 
discrimination in trade matters except in time of war, He further- 
more that the oil importing companies were required by thé lefter to 
earry out the discriminatory practice for the Government, hich would 
make their situation more difficult in the countries where’ ‘they have 
oil operations, Mr, Duce then read a draft of a very strong letter of 
protest which he contemplated sending to Dr. Flemming and which urged ie 
withdrawal of the letter of October 29. 


=t KS ra m 
1 \ ‘ 


violated the most-favored-nation clauses in some of our FCN treaties and 


\ 
nee a & 
pc ;R Mr. Kopper stated that the Flemming request to the oil companies ; 

+\_‘\ would create serious problems, In his opinion there was no legal Y 






authority 


\ wails 5 7 
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TO: The Acting Secretary re — 


YHROUGH: S/S Ie | 


: i ty 
FROM: Nui - Mr, Allen fre 8 
i 
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Deputy Attorney General Rogers informed you in his letter of September 29, 
1955 that the facts and factors outlined by the Department in the aggregate ie 
constitute what Justice conceded to be overriding considerations of national ON: 
interest (Tab B). Onassis' counsel was accordingly informed thit the proposal . 
negotiated for disposition of pending civil cases is not acceptable to the United ™ 
States and that the Department of Justice will not entertain any proposals for i 
setblement, © Both the civil and criminal cases are still pending. = 


00 
SUBJuCT s Status of Onassis Problems with the Departinent of Justice ae 
> : 
Discussion: 8 
eee ROL Ny). 
Ol 
O] 


sae 


I understand Mr, Brownell subsequently inforiaed you thot the criminal caseVl 
a ainst Onassis is coming to trial very soon, unless the civil case is settled 
out of court beforehand, and that Justice will undoubtedly lose the case, He 
inguired if the Department still wished the criminal case to so to trial rather 
than to have Justice accept a settlement with Onassis. This possibility was 
present when Tir, Jernegan discussed the cuestion in detail with Mr, Rogers, Mr. 
Jernegan pointed out at that time that the National Security Cauncil hed directed 
thot all appropriate measures be taken to bring about cancellation of the agree- 
ment between the Saudi Arabian Government and Onassis, 


Referring to the arbitration between Aramco and the Saudi Arabian Government, 
the arbitration memorials were deposited by each side in September and rebuttals 
are scheduled in December, The arbitration procedure, if it goes through to 
settlement, will require several months, There appear to be continuing efforts 
to find a solution outside of arbitration; it is reported the Saudi Minister of 
Finance will talk to Onassis about purchasin» some of his ships in exchange for 
Onassis getting out of Suadi Arabia completely. 


In view of the foregoing I believe we sho.ld refer to Mr. Rogers! letter of 
September 29, 1955 and quote the pertinent part of the NUC directive re Onassis, 


cmt 

Recommendation: ~“~ eS 

\ bet 

That you sign che attached letter to the Attorney General, (fab A). » 3% 

, ge Cal ery. coon . 

F jg Attechments: Seat * << E> thn th 
' 1, Suggested letter to the Attormmey General (‘lab A). — 2 a 

ay ' 2, Letter from Mr. Rogers, dated September 29, 1955 (Tab B). Ah ee 
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authority to support the letter which Dr. Flemming had sent, He 
thought that there was good ground for legal action against Flemming 
for sending a letter of this type, 


Mr. Kalijarvi pointed out that Dr, Flemming's letter requested 
only voluntary action by the importing companies to bring crude oil 
imports into line with the President's Advisory Committee formula 
and for that reason might not contravene the United States trade ob- 
ligations mentioned by Mr, Duce and Mr, Kopper, Mr, Kalijarvi stated 
that the Department was glad to have the views of Aramco on this subject 
but suggested that inquiries regarding the ODM letter be addressed 
directly to Dr, Flemming. 
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RM/R - FILE , 


Letter not sent, information 
conveyed verbally by NEA: 
Mr. kKountree 


Dear ir, Attorney Generals 


Mr. Rogers, in iis letter to me of Septeuber 29, 1955, indicated 
your Department's refusal of tie o ‘fer by br, Onassis of settlement 
of various pending civil cases in view of Cthe overriding considera- 
vions of nationsl interest wiien have been brought to your a lvention. 


For your infor:nation I am cuocin;, from a Nacional Security 
Council decision: 


"Phe United States should take all appropriate 
measures to vrinj: abouv cancellation of the agree- 
ment between the Gaudi Arabian Government and Onassis 
for Uie trensport of saudi Arabdian-produced oil and, 
in any case, to make the agreement ineffective." ¢; 


It seems to me in the circumstances that the «ction proposed in 
Mr. Rovers! letter of September 29, 1955 should be pursued, 


Jincerely yours, 


Acting Secretary 


The Honorable 


Herbert Brownell, Jr., 
Attorney General. 


? —_—e i Pay pie 


Department of Justice 
Office of the Deputy Attorney General 
dashinyton 


September 29, 1955 


Honorable Herbert Hoover, Jr. 
Under Secretary of State 
washington 25, D. C. 


Dear Mr, Hoover: 


In the light of our conference September 16, 1955, with Messrs. Herman 
Phleger and John D, Jernegan of the Siate Department and Mr, George F. Brussing 
of the Central Intelligence Agency, with me as Acting Attomey General and 
Assistant Attorney General Burger, we wish to restate the situation and position 
of this Department on the matter of the pendiny proposals for settlement of 
various civil cases with Mr. Cnassis and possible dispodtion of certain commer- 
cial cases in which he and others are defendants, 


Tne civil cases have been pending for nearly two years and negotiations for 
a possible settlement have been under way actively for about six months, As we 
hive indicated to you, the present offer of $5,700,000 for settlement of the 
civil case is within the general framework of the settlement made with the 
Niarchos' interests, We revard this as ver: favorable to the Government consider- 
iny the difficulties inherent in the civil cases, and we would accept the pro- 
posal ebsent other overriding considerations, 


The facts and factors outlined by you in these discussions in the aggregate 
constitute what we concede to be such overriding considerations of national 
interest. On this basis, we have advised Onassis' counsel that the proposal negotia- 
ted for disposition of all pending civil cases is not acceptable to the United 
States and that the Department of Justice will not entertain any proposals 
for settlement, 


Sincerely, 


/s/ William P, Rovers 


Deputy Attorney General 


Z 


«65/7 409 te e-¢) 


CONFIDENTIAL 





October 20, 1955 ail 


MEMORANDUM F _# 

Tos NE - Fraser ee | : De 
NE - Merrill G p 

From: NE - David News oan | 

Subject: New Infornation on ARAMCO Pricing and Onassis Matter 


Mr. Duce called on October 19 in connection with the 
dispute in the border area near the Aden Protectorate. (Reported 


in a separ&e memorandum.) While in the office, he also reported 
the following: . 


1. He said meetings with the Saudison the pricing question 
were now postponed until November 5. Meanwhile, he said, 
ARAMCO, on Macpherson's advice, were proceeding to make payments 
on the basis of a settlement they felt wold be acceptable to 
the Saudis. Mr. Ducelnentioned a figure of $75,000,000 as a 
retroactive payment, but later said this was not a definite 
figure. 


2. A settlement may be possible with Onassis on his 
Saudi Arabian tanker contract. (See attached telegran.) 


3. Judge Youngdahl has granted a four months continuation 
im the Onassis action in the U.S. The Department of Judtice 
requested the continuation "on orders of people higher up." 


. Onassis is in other diffialties, too. The Norwegians 
have obtained evidence from a former crew member of Onassis's 
whaling fleet that he has been poaching whales out of the 
legal area and out of season and that he has been catching 
undersized whales. Norway plans protests to other whaling 
nations involved. 


5. Ambassador Zeiheddine of Syria asked Mr. Duce for 
the names of the American companies participating in the 
drilling in Israel. Mr. Ducebatd he could give them since 
none of the companies were working in the Arab world. 


6. Mr. Jennings had returned from Saudi Arabia. The 
King was admumant that SOCONY must get out of Israel, but 
was willing to give them time. He agreed to keep the whole 
matter secret. Mr. Duce said he was fearful, though,of the 
ultimate consequences of such actions. The world, he said, 
is becoming more and more dependent on the Middle Mast for 
{ts oil. It is producing three million barrels daily now. 
In a few years, this will be five million. European demand 
igs rising faster than anyone expected. With this control, 
what is to wevent these Ar@ mtions from making azmk similar 
demands related to other political issues? 
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Tos’ Fraser Wilkins 


From: David Newsom Yr 


Subject: ARAiCO Advances to Saudi Arabia 


I had heard frequently that A@audi Arabia had received advances 
on its oil revenues and asked Ir, Duce about it the other day. He 
states that ARAITO, as such, has not made any advances to SAG, New 
York banks loan money to SAG against future oil revenues, The banks 
consider this a gilt-edged investment and are most eager to mal-e 
such loans, ARA!CO then pays i's royalties, when due, directly to 
the banks, 


Do you believe we should tell Ambassador Gallman that t is is 
the situation, There is a difference between the actual situation 
and that described in the attached telegram, [in 


COPY 


October lo, 14955 DHAHRAN 


AT NOON 1LeTH YANDED SURUR Ls eR REPLYING HTo LETTERS 78h AND 383 
AND OUTLLINGING UNILATSRAT ARRANGEMENT, Tn SATO He ALD READ TT LATER AND 
DisCUos WITH KING BarOR: KING's DEPARTURs TO MEDINA MORNING 13T4, 

SAW SURUR AGAIN eVeHING 13h. STATED Ai VAD GON OVA? LETTER WITH 
KING WHO HAD ASKED SURUR, KHALIN ABU WALID AND YASSEN 70 ST? TT DURING 
TT.) ABSENCE MEDINA, OSURUR SAID We WOULD THEN Rw&CELVE THETR IDEAS RUT IN 
MNANTIMs HOPsD We wOTLD GO AHKBA)) AND MAK«, PAYMENTS ACCORMTCH OR LS TTER, 
CLeARNED NON-DOLLA® PAYMENTS WITH HIM, NeXT MESTING THTS SUA cP NYE BORE 
NOVSMBUR STH, 

RELATIVE ONASSIS ON OCTOBER UTH HAD OUTLINED TO sURUR POSSTRITITY 
OF BAR#BOAT CHARTER ARRANGEMANT DISCUsSsD IN AUGUST MEETINGS #XECUTIVE 
COMMITTEE AND Hs REPLIED WISHED TVINK IT OVER, Bs BROUGHT SURJECT UP 13TH 
Ai) STATED HE WAS REQUESTING ONASJIo OOM# JIDDAH USING AS EXCUSE REQU“ST 
MADE BY ONASSIS TURES DAYS AGO THAT "is 34 PeRMITTED MORTGAG# SOMs Q: HIs 
SHIPS AS SAUDI VESSELS, WHEN HERS SURER WOULD TALK “1TH HIM AROUT PURCHASE 
OF SOM: OF ONASSIS SHIPS IN EXCHANGE FOR ONASSTS G&TTING O'T OF SAUT ARASTA 


COMPLETSLY. STREGSGED HE MAD AS YET DISCUSSED TeIo WITH NO OfC!) NOT WVSN KING, 


This document consists of # pages 


THIS MEMORANDUM IS TOP SECRET Number_¢__of “copies, Series A. 
CONFIDENTIAL WHEN ATTACHMENTS 

ATTACHMENTS ARE DEPARTMENT OF STATE 

DETACHED. enna 


DEPUTY UNDER SECRETARY 


November 9, 1955 


TH) 
ave 


The Acting Secretary 


THROUGH: S/S “4 
FROM: G=- Mr. 7 


I eoneur in the attached Top Secret letter to the Attorney 
Gcuneral, Mr. Warren Burger, Assistant Attorney General, who seems 
to be handlin, the Onassis matter, has telephoned me twice to the 
effect that Onassis! attorneys have been mitting heavy pressure on 
the Depertment of Justice. Accordi:y to Burger, there is also the 
consideration that the market value of the shipping in question has 
been fluctuating, The Uvy¥ermmens veulu sabble the civil part of the 
suit now, advantageously to tne Goverumieat, according bo Mr. Burger. 
He is not sure how market prices might affect the matter later, It 
was obvious from Mr. Byrger's references to the case that he would 
like to sce the matter closed and felt that Justice is in the uncom- 
fortable posutioa Jf holding the bag on account of State's intervention 
and yet being unable to speak frankly to the parties in interest. l 
gathered, however, that fairly broad hints have been given to Onassis? 
attorneys by Justice, so that Onassis should have no doubt in his miad 
as to the actial. reason for delay in settlement, 


Attachments: 
Memo of 11/4/55 from 
NtAMr. Allen to 
ii. Hoover, Onassis; 
and attachments. ¥ sR 
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THE FOREIGN SERVICE 
OF THE 
UNITED STATES OF AMERICA 


ADDRESS OFFICIAL COMMUNICATIONS TO 


American Embassy, 


CON FIDEN TIAL London, W.1l. 


Dear Fraser? 





‘ oO} <= 


[ yy November 9, 1955 
& 
_) 
/ 


yb 


regarding bounda questions in Arabia. 


— stand why you do/not think it a good idea at this time 
Per 


ner 


aes 


-_——— 


Oo 


a 


for us to show $#o the British the Aramco map mentioned 
in our Despatch/ No. 893 and it was because we were not 
sure what the reaction of the Department and of Aramco 
would be that we raised the matter with you. 





As far as Buraimi is concerned, I am afraid that 
there is no prospect that the British would agree to 
the resumption of the arbitration at the present time, 
and I gather from the Foreign Office that the Depart- 
ment has been so informed. We are all very concerned 
about this dispute, and I can only say that while I do 
not know what can be done, it seems clear to me that 
the British are going to continue to be very firm in 
sticking to their present position. Incidentally, the 
Foreign Office raised with me the day before yesterday 
the question of the memorandum which Mr. Hoover gave 
Sir Roger Makins on the subject on November 3, and I 
was somewhat handicapped in discussing it for the 
reason that the Department's telegram giving a summary 
of the memorandum (#223 to Jidda of November 4) was 


sent by pouch to London and did not reach me until 
this morning. 


With best wishes, z 





Fraser Wilkins, Esq., 
Director, Office of Near Eastern Affairs, 
Department of State, 
Washington 25, D. C. 


cc: Amembassy Jidda 


ae a Grosvenor Square 
= aaa 1 Grosven q ; 
‘, lid e © 
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* ce 9 P 
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Thanks very ypfluch for your letter of November 3 


I quite under- 


Evan M. Wilson E - 
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THE FOREIGN SERVICE 


OF THE VIA AIR POUCH 
UNITED STATES OF AMERICA CONFIDENTIAL 
Amembassy London 
EMWilsons:ls —— 





FAR AVION » 


| SS 


Fraser Wilkins, Esqa., 


Director, Office of Near 


Y= GISTERED Eastern Affairs, 
OY’ Be er ee | , 
Department of State, 


“t SN 44 Washington 25, D. C. 
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DEPARTMENT OF STATE 


ini Memorandum of Conversation 


DATE: November 29, 195 


pleats 


tig 


SUBJECT: ARAMCO Payments to Saudi Arabia | 


PARTICIPANTS: My, Willie Morris, British Embassy 


Mr. David Dd, Newson, NE 


~ COPIES TO: 


fh, nit whe, WS OG), rontanr Tsay Ratreinf Bete | 


@ 





34 ORT. 


7 


c * : 
Mr, Morris said he wished to confirm certain rabies on fe 
payments to Saudi Arabia which had been sent to the Foreign Office 
by the Britieh Embassy in Beirut. According to the information of 
the Embassy in Beirut, ARAMCO had peid to Saudi Arabia nearly three 
years oil revermes in advance. The Beirut report stated that the 
oil revenues to Saudi Arabia from ARAMCO amounted to more than 
mig Sag to pound sterling and that’ this sum ws recently 
by 


stipplemen 
payments of approximately 25,000,000 pounds each to settle 
retroactive commitments, The report, Mr. 


that banks in New York, chiefly the Chase Na 
to them in royalties under the ARAMCO concession. 


Mr. Newsom explained to Mr, Morris he was not familiar with all 
the details of ARAMCO payments to Saudi Arabia and that he would be 
willing to check the facts of the Beirut report Mr, Morris. 

Mr, Newsom eaid, however, that it was his general understanding that 
did not advance funds to Saudi Arabia. Such advances as Saudi 
received were in fact leans mde by New York banks against 
payments. Mr. Newsom said he had heard the Chage Manhattan 

Bank and the Manufacturers Trust Company in New York mentioned in ; 

this comection. It ws his understanding, however, that the banks 

limited their loans to approximtely one-third of the total expected - © 
ammal revenues for a two-year period, He said that it was iurther 
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CONFIDENTIAL 
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his understanding that Saudi Arabian loans currently outstanding 
in New York banks did not represent more than one-third of the 
anticipated revenmes for two years, or approximtely $150,000,000. 


Mr. Newsom said he did not know of two payments of 25,000,000 
pounds each by ARAMCO, There had been one payment of approximtely 
that amount recently in comection with discussions of a pricing 
formila. Mr. Newsom said he understands the current ARAMCO payments 
to Saudi Arabia on regular production to be approximately $280,000,000. 


Mr. Morris said this information was satisfactory for his purpose 
for the present, Mr. Newsom agreed to tell him if any of the 


informtien he had given on the basis of a general recollection of 
the problem wes not correct, 
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TO: Department of State Date:November 30, 985s & 
FROM: AMCONGEN, Dhahran, Saudi Arabia c,¥ 30 
SUBJECT. WELFARE-WHEREABOUTS: Case of Louis Figueroa. be 
REF: <<--= <3 

oO 


yea 


0% peuInyey og YsmW yUeUMD0G sTUL 


On July 12, 1955, the Department forwarded to the Consulate 
General a letter addressed to the President by Mr. Louis Figueroa, 
who at that time was employed as a male nurse at the Ras Tanura 
District Health Center of the Arabian American Oil Company. The gist 
ef Mr. Figueroa's letter was that Aramco was seeking unjustly to fire 


-tt 


him because of his record of arrest on a morals charge Los Angeles, Ol 
California. He mentioned also that he had experienced difficulty in S... 
requesting a loan from the company. cd 


On the first of what is expected to become a series of monthly 
consular trips to Ras Tanura, a vice consul from this office recently 
had an opportunity to diseuss the case of Mr. Figueroa with the super- 
visor of Aramco Senior Staff Personnel in Ras Tanura. According to the 
supervisor, Mr. Figueroa's employment was terminated in mid-August of 
this year, following an exhaustive investigation of his background in 
the United States. Apart from the question ‘surrounding his personal 
morals, it developed that Figueroa's wife was in jail and that Figueroa Ss 
was seeking a salary advance from the company in order to bail her 
out. The company's decision to discharge him was based upon its funda- . 
mental policy of bringing to Saudi Arabia only those persons whose A 
habits and moral standards are such as to create no problems in a 
small and relatively isolated community of American families. 


In concluding his discussion of Mr. Figueroa, the supervisor 
mentioned that in departing from Saudi Arabia, Figueroa left behind 
him several unpaid bills owed to Saudi Arab merchants. One of these 
bills is equivalent to more than a hundred dollars. 
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ACCESS RESTRICTED 


The item identified below has been withdrawn from this file: 


File Designation VabA ery pgess 
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Date a 0 OY Sa 


To io Jk ,h1/ 


In the review of this file this item was removed because access to it is 











restricted. Restrictions on records in the National Archives are stated 
in general and specific record group restriction statements which are 
available for examination. The item identified above has been withdrawn 


because it contains: 


ix] Security-Classified Information 


[ ] Otherwise Restricted Information 
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NATIONAL ARCHIVES AND RECORDS ADMINISTRATION « NA FORM t4000 (1 By 


JIILON TVMVUCHLIN 
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HOD DU 


December 1, 1955. 


V 


ur, Shernoen of tie Isracli Enbissy enLled this afternoon shovtly "ter three 
ang we lzG@ & conversation lasting about Sorty minutes, «.% wiich i. Ic cerson, 
wr. nomet sn¢ Iuere oresent. i-r. Slerman vresented his (one oreswuanbdly his 
covermicnt's) view ont ameared to believe thot om ¢ ecision to witheray from 
Israel vas still suhject to chance. In wneral ir. Shernan's armment was 
“long; these Lines’ 


3H 


Ll. Is Saudi Arabia succeefet in cousin,: Socony's sbandonnent of its a> illinte's 


overntion in Isreel, one ist ,asswme thet it woule Inter bring similer 


wessure azainst sales o” ofl br Socony to Isracl “.0.). 


2. sauci irsbian successes in this effort vere lilly to conse sinil =r oressure 
by other «arab comtries on Shel1/3P en? Soree their visherawal from Is wel. 
A uals Sinem infieated vant under circuissences his ;toverment would 
thin’: 1% towable that Tren woul &: sivtiler action. He statar trot while 
‘TOC hus of Seread oil to israel, it was bnemuse the “intern tional" comp-nics 
were “annine interference." 





1 I2 411 o the “orecotne eventmrtec, Israel coulf obtuin oil “rom only two 
sources = ; 
le the United st tes 


2s Sumsis.. 


imited Stites! ofl vwoule be :mich nore esmoensive sa le said tiv.t if trey line to 
obtain suiyslios “roi swssia, iuscis. vould uso boat as a isaver to mlace five 

hindred ox» nove a7 their cconle in Isracl os s)ssinst the seventy ofd ~resontly 
in the lees 





ye «at, DlwerHan vent at lath to Sednt ois. that the siving~In to a secontary 
boycott of this trmne would lnrcely cestroy the value of the Aramco coricess= 
DOD. 


I tole »2,. Sherman in rather comolete cetail ho: this oroblem hd develoned, 
recitin: that avout the wmivdle of lust Antust the Saudi Covernment inficsted 
to ariszico that Socony'n oir.tion of its osviliote in Isracl, while it continued 
to cujoy its ourticlxution in Aramco, contrevened the Saudi Iaw; that this cdvice 
ip Ooen -ersert on to Socony by Aroumco enc thet Socory hed accented the >~roblen 
us veing one vweich concerned SAG anc Socony rather than one which, <.t the monent 
anyVay, coucernec araneo; Socony hac ernmloyed outsife counsel to advise it on 
What recourses were available shovle it clect to resist the Seudi Aencnd ant thet 
it hac consulted St2te Yenartuent Sully at a hich level on th 
I tole ur. Sherman that the result of these inenirics convinced S 
had the »ovwer to enforce their mosition oné thet there was no basi 
Socony for successful resistence ond tir.t unter these circimstance 
shat if it vas wr.ble to »revail on SAG to alter its Cemand, Socony would hnve to 
né uo its Israel overation, I tolé .-r, Shermen thet Socony had sent a delesrtion 
neivicucls not nened) to Ciseuss the oosition with SAG but thet it had been 
wmisuceessTul in obdt inin: s nocizicetion of SAG's cenanfs ent had co mitted itself 
to concluce its Israel affiliate's onerstion in Israel. 
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in. same voint. 

ocony the Saudis 
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s Socony decided 
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After these sacsantition: Drum. Sherusm wae ansel? taure was i. more -*nerit] 
“incussion ‘wrin: Vie soe now solatn wore it.ce, OLLOWS $ 


2 


le Im our (Pistucssions wits 8.6 we itt been. Grail Go SvOLe “abr CF Lecussi1on of 
business welations with Israel othor than ti.ose involvec in the serntion 

of i0bi1 O11 Comxmy Isreel. I o:mressed the vidw that we thoucht it best to 

It HO LACGnAt to feternine mich jonltion in regmiect o° “io*sible 0... sales 

62 crice oil. to leracl om 4 Catininy oneravin* in ierael, cnt Bier Lb vas owr Dbolie* 

tat te sSesant Saul? Loy woolt mot orecluce sich salegs 


nome Pee tun evserrition tls Sue Lows Vera very sitmine this to pans 
wit - veré the Saudis so Cinnoges: thor conltl resCiley sat cr lw on their 


HOOKS Vas woial’ Gover *.OcDe EPSAGAOTI ns. 
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3% »& Sherr eae «& wet nay atestiona “howt iranco's -asition in this -wit 
incuired on So tac ~elsaloash’s brtween asnuiece ont Lts rente, Yris I 
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GS Weaiie. GO ALi tH whys “Pe Oe DM “TOES SASS of “Penny Paswe whe: one be hreon 
poco: . BAL ant bet.o Stead, ss suehy kos. nob Po'oa mn menation on 3.1 testien. 


I wat. Sllerman ss cec & Vow mections ebouws orr conversstions with the Stinte 
Yewmeinent enc F stele ita Shea a; 
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worer nob Go ttennt to ronent iv 
one “me sm mester that lie or reisosentatives of 
evly with Sitete. Unis he said ther youl go, 7 fic, 


novever, reset that our discussions vith Stte had been vost thorowsh ond that we 
Iysd peselhont aur Ceciaion only a“ter con aLat 
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recollection Oo” such converscnti 
hie sorvernnent showlec tal‘: aire 


tt 


t 

e extolor tion of the orablem with Stute. 

oe 2 Tolnted out tant o mtter of thin serta+xts essentinliy ome tht could only 
be webeled on a soveriaent level an! thet a commercial comeny such as Socony 

eoulc <o Little when cacea with o fiecisi-n tekken by a soverei;sn movermient. 


b Ld¢ic vention to or. Shorman sit 
one even ¢urin: the colc war veri 
vervy much alon* the Lines a:” tue Acti 
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timt cortain ovecetionts heave been es 


curin~ World War I, wore so in Varl? War I, 

€, cemain .covernnents ivsd welcon actions 

mn vurescntly bein: ticren ber the Solis, co 

aplished, 

vo Sorare tue end of tie mreting, the conversntion rot «round to tin tmtter of 
He De, SHE Monts ven Al 2 adrone ls: espressec the view to LY, Sherman that 

it vould bo in averrbody's interest to soir trving to -ét S connitnent cron 

onyooar = compu, Jovermiont, cte. - on wint rosition tontr® he toten were this 
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EXECUTIVE SECRETARIAT 


January 6, 1956 


NEA — fir. Gordon 


ror your information. Z 
Since no action appearg toWl 

be involved, I don't believe 
an acknowledgment is neces- 


| 
R.G.Sturgill ,z, 
S/S-RO hr. 
Attach: til 
Ltr to Sec.,1/3 fr Justice/ 
Byownell encl 2 cys settlement 
agreement bet. Govt and AS 
Onassis and affiliated interests. 
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EXECUTIVE SECRETARIAT 


January 4, 1956 


L —- Mr. or 


For appropriate action, 
Mowat you let me know eS 


ed 


eo 





\ 
Re G. sourgil | 
S/S—RO 


cc: NEA -— Mr. Gordon 
Attach: 

Ltr to Sec., 1/3 fr Justice/Brownell 
encl < cys settlement agreement bet. 


Govt and A S Onassis and affiliated 
interests. 
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4 ACTION 


Office of the Attorney Genera 
Washington,D. 








Honorable John Foster Dulles 
Secretary of State 
Washington 25, De Ce 


My dear Mr. Secretary: 


I am enclosing two copies of the settlement agreement 
between the Government and A.Se Onassis and affiliated 
interests. 


Under the terms of the settlement agreement, the 
Government will receive $7,000,000 which will include the 
payment of $6,600,000 in cash and the release by the Onassis 
interests of claims approximating $00,000. An additional 
sum of approximately $500,000 will be paid to make up arrears 
in principal and interest on outstanding Maritime Administration 
mortgages against some of the vessels and to bring payments 
on the mortgages to a current status. The settlement agreement 
also requires the domestic corporations which own the vessels 
to be reorganized in such manner as the Department deems 
ne¢éssary to imsure American citizen ownership and control of 
the wunalde 


= Sincerely, 


7 OG RB 


, Attorney General 


\ 
9Gél FP ONVE 


is = to 


998-1/¢SS2°Vv9s3 


6c/V 


JANS = 4956 aa _ 


ad 


Air Pouch | CONFIDENTIAL | | 
PRIORITY Tap CNaeathn | 
| 


(Security Classification) 


“ FOREIGN SERVICE DESPATCH 
MF SEE cl 
Fre-mM - American Consulate General, Dhahran 115 
DESP. NO. 
TO THE DEPARTMENT OF STATE, WASHINGTON. January i, 1956 
REF 
\ a o x _ ees J»? PA =f ~ 











ACTI ‘DEPT. - 


rhe | YEAR h-2 BRE 2 04-6 LY (EDO Pl UfeP) obey 


Use Only | REC'D f OTHER 
4 
















//2 Y ELAS 4A B-Y 066-2. vS/P-5 PRmy-¥ DAvy-3 BIR-3\ | 
SUBJECT: ARAMCO Labor Demonstrations Against New Fences Around Camps - | 


Teor 


| Summary: | - 
12.0 | 

ARAMCO workers at Abgqaiq on January 7th attacked fences under construction ren} * 
around the General Workers Camp there. Prior to this action the workers had : 00 § 
complained that the fences could be used by the Company to isolate them and that oO 2 
they suspected the fences would be electrified. Amir Turki bin Atayshan, Dirgctor 5 - 
of the Labor Office, who was in Abqaiq on January 7th to look into the situatign, ¢ ey 


was treated with hostility by the demonstrating crowd who were attacking the =i Nn 
fences. The following day a mass meeting was held at the Labor Office in Dhahran Oo 
but was apparently ineffective due to lack of organization and possibly because they 
Company stopped fence construction that day in all three districts. ARAMCO is 
concerned because of the serious implications of the destruction of company propert 
without any effective attempt by the police to prevent it nor by the Government 

to punish the perpetrators. The Company does not expect Amir Abd al Muhsin bin \ 
Jiluwi to do much and the Consul General has told a high Company official that he _, 
will discuss the problem with Abd al Muhsin if ARAMCO considers such a move might iN 
be helpful. os i 


‘exec, 


+ © 1 He Ft 


Background 


At the time of the Royal Commission's study of the ARAMCO strike of 1953, 
one of the suggestions which was put forward wa’s that ARAMCO's Genétal Workers 
should be assisted and encouraged to have small gardens near theiyjpuartegs. It 
was apparent, however, that gardens or other plantings would not be able to survive, } 
the depredations of grazing animals unless the camps in which they were located 
were protected by fences. In addition the Company Senior Staff camps and workshopsi 
and other industrial areas have been fenced for a long time, and the Company 
apparently feels that the adiitional security advantages for its property amply 
justify the cost of surrounding it by a fence. ; 
et 
About a month ago Local Government Relations in Abqaiq went to the saudi mir 
of Abqaiq, Hamad ibn Sajid al Mahadah, and discussed a Company proposal to begin glia 
| arae the General Workers Camp there. (al Mansur). The Amir was reportedly s 





favorable to the project. 
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The action office must return this permanent record copy to DC/R files with an endorsement of action taken. 
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Developments January 4th through January 6th. | 


On Wednesday, January /,th some 200 ARAMCO employees and others converged 
on the Amirate in Abqaiq. They complained to the Amir that the Company was 
erecting a fence around the al Mansur and said that the fence was going to be 
electrified, would keep their families and friends from visiting them, and was 
intended to in-prison and fence in the workers in al Mansur. At that time the 
project had reached the stage of post holes, some poles and a few crossbars 
but no fencing prover. The posts were topped with "Y's" to carry barbed wire 
and thus make them somewhat more difficult to climb over. The fact that one 
arm of the "Y" extended inward was cited as "proof" of the potential "imprison- 
ment" capibilities of the fence. Amir Hamad tried unsuccessfully to explain 
the need for the fence i.e. to keep out animals and strangers. 


Sometime before Saturday Amir Hamad went to Dammam to consult Amir Abd al 
Muhsin, the Amir of the Eastern Province. Abd al Muhsin brought Turki in to 
hear Amir Hamad and at one point Turki reportedly said "Why do you always have 
so many troubles in Abqaigq?" and Hamad replied "We didn't have so much trouble 
before the Labor Office was established there." Either at or shortly after 
this meeting Turki decided to go down to Abgaiq on Saturday January 7, and it 
was his intention to give some sort of hearing to the General Workers at 5:00 p.m. 
after work that dey. 


On Thursday night (January 5th) Amir Turki called ARAMCO's Dammam 
representative and told him that the Company should stop all fence construction 
until Turki could talk to a certain ARAMCO official in the morning. Something 
about Turki's manner suggested that he was not alone but was trying to impress 
someone else in the room from which he called. 


On January 7 Turki drove to Abqaig and arrived there about 4:00 in the 
afternoon. He got in touch with ARAMCO and presented them with a list of 17 
names of workers, who were known to the company as having records as agitators. 
Apparently he asked the Company to add employee numbers to the names and 
possibly to summon these men to a meeting with him. In any case he went out 
before 5:00 to the Labor Office in Abqaiq, housed in an ARAMCO portable which is 
on the edge of al Mansur but outside the line of partially constructed fence. 
He gaw a crowd of men pulling up fence posts and pulling down Y bars. Turki 
then sent for five men (presumably ringleaders of the agitation) and conferred 
with them alone and privately in the Labor Office. One of them was the 
representative of the Labor Office in Abqai§, according to ARAMCO information 
derived from Amir Hamad, 


While this conference was under way about 250 men assembled outside the 
portable. According to one source they were brought there and let out by 
Company personnel carrier busses whose drivers were forced or cowed into 
diverting them to the Labor Office from the regular route into al Mansur. Turki 
addressed this throng through the window of the portable. The crowd shouted him 
down and surged about in an unruly fashion. Fence posts were-pulled up and 
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horizontal connecting bars were bent. Turki slipped out of the portable into 
nis car and departed for Dammam. Some reports of doubtful reliability say he | 
was roughed up by the crowd and had his egial (head rope) pulled from his head. 
Possibly he made his way through a disorderly group and was merely jostled. 


ARAMCO then called in the police. There are 25 men stationed at Abqaiq and 
of these 18 came to the spot and the other seven were on traffic duty. The 
police were not forceful nor particularly effective, but they kept the crowd in 
bounds. While T rki was enroute to Dammam Amir Abd al Muhsin called Amir Hammad 
in Abgqaiq, Hamad reported that men were tearing down a fence at that very 
moment and Abd al Muhsin reportedly replied "maybe the Company should stop 
building the fence". Also on Saturday evening an ARAMCO identification man who 
was riding in a company car with an Arab driver found himcelf surrounded by 
the hostile workers. They did little damage but shook the car and some one broke 
the back window with a rock. During the night further rocks were thrown at cars, 
and some workers tore up more of the fence. An ARAMCO relations man at Abqaiq 
said "it was sort of like Hallowe'erl'i.e., the men's spirit was boisterous and 
not bitter. He estimated that between 200 and 300 workers participated in the 
vandelism. 


On the morning of January 8, Amir Hamad told Gorenson of ARAMCO to direct 
the personnel carriers to the football field that evening because he wanted to 
address the men and to tell them the Company lad been ordered to take down the 
fence. Gorenson advised Hamad to reconsider his plan in the light of two 
possibilities (1) the men might defy Hamad in an unruly manner and (2) the 
leaders of the agitation against the fence might boast that they had forced Amir 
Hamad to come out and tell them that the Company had ceaséd building the fence. 
The same line was taken by ARAMCO's liaison man with Amir Abd al Muhsin that day, 
and the latter telephoned instructions to Hamad not to hold such a meeting. 


On Sunday Barger of ARAMCO also saw Abd al Muhsin to report that a small 
group of "well dressed men" had boarded:the personnel carriers that morning in 
Dhahran district and told the workers to come to a big rally that evening at 
5:00 at the Dhahran Labor Office, a building on the edge of the General Workers 
Camp (al Salamah). Barger suggested that a few watchers be placed to observe what 
transpired at the rally. 


At Ras Tanura the chief of police had come to the Company offices and said 
that the Company should not build fences there. He was told that fence building 
had stopped at Ras Tanura, 


In Dhahran the Labor Office local Director on Sunday showed an ARAMCO 
official a letter of which he intended to distribute copies at the 5:00 gathering 
at his office. The letter was addressed to the Company from the Government and 
ordered it to cease building fences and to take down those partly built. The 
Company representative strongly objected to the latter provision. He was unable 
to persuade the Labor Office director to ammend the letter that day but later - 
the Company was told that it need not comply with the provision. According 
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to one experienced ARAMCO man the letter seemed to have been dictated by 

Turki. The Dhahran Labor Office Director had reproduced about 200 copies 
of this letter, but about 2,000 workers appeared at his office at 5:00. He 
distributed the copies to them and asked the Company for microphones and 
loudspeakers to set up a Public Address system. The Company attempted to 

comply with his request but before the PA system could be installed the crowd 
had dispersed without making any trouble. 


Events of Monday, January 9. 


On January 9 Vice-President Ohliger talked to Abd al Muhsin. He emphasized 
the serious implications of the fact that in Abgqaiq Company property had been 
destroyed while apparently no effort was made to protect it and no one had been 
punished for the destruction. Ohliger had the impression that Abd al Muhsin may 
not fully grasp the dangers of the situation but that he would have no objection 
to Ohliger's taking up the topic with the King at some convenient opportunity. 


Other Developments. 


In this connection the Company has heard reports that a petition has been 
sent to the King protesting against fencing the General Workers' Camp. The 
same reports allege that the King sent the petition to Abd al Muhsin and asked 
him to investigate and inform the King concerning the matter. 


The Consul General on January 12 was told by a top ARAMCO officer that the 
Company does not expect Abd al Muhsin to do much. The Consul General offered to 
discuss the problem with the Amir if ARAMCO considered that such a move might be 
helpful and said he would welcome any ideas the Company might have on this 
suggestion. 


A Local Government Relations official in discussing the role of Turki bin 
Atayshan conmented that apparently Turki's personal prestige and authority were 
not as great as they had seemed in the past. He went on to say that the whole 
situation had many obscure points and that there might be a slight possibility 
that Turki is tolerating or even playing along with the elements responsible for 
the agitation. When pressed for evidence of this he hesitated to give anything 
as conclusive or even circumstantially convincing but mentioned Turki's meeting 
on January 7 in Abqaiq and the fact that some rather dubious employees continue 
to work in the Dammam Labor Office which Turki heads. 


For the Consul General: 


Spot V. MSCRenatran 


Grant V. McClanahan 
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Amembassy Jidda 
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SUBJECT: ARALCO Tax ana Royalty Payments - Fourth qjuarter 1955 a 
i 
| Following is a tabulation of the gross tax and royalty vaynients made by the | 
arabian American Oil Company (AXAMCO) to the Government of Saudi Arabia fron ae 
October through December, 1955. These figures have been nade available by A.tAiCO md | 
to the Consulate General on a confidential basis. Payments are nude at official ess 
rates of exchange on the day of payment. 00 & 
@ 
TABLS - ARABIAN AL. ShICAN ODL CChPANY Git0SS TAA aid ROYALTY baYituWTS ‘TO 0 " 
THS SAUDI AtABIAN GOVieRNMSNT, OCTOBER THROUGH DECII.BLR, 1955 - ° 
* -_ 
j_onth Royalty Company income Tax Additional Company ‘otal Gross ‘ 
on 1955 Income Income Tax-1952-54 Amount Paid . - 
: 1955. $8,317,145 | $66, 448 © 95,296,763 oO 
October 1955. $8,317,145 w20 356,499 O06, 448 y119 ® 955290 ,763 w 
November 1955 6,863,764 15,702,833 4,060,000 26, 566,597 fe 
December 1955 6,663,979 15. 702 833 25 514,535 24,881,350 PA 
1/ Includes special payment of (175,000 ON 
Source: Treasury, Arabian American Cil Vompany, Vhahran Ol 
0) 


Detailed figures, including a statement siving the distribution ol payments by 
currencies, are forwarded as enclosures to this despatch. 


/ Theodore 4A. O ob 


tnclosures: (3 dpa! to Y oabe 1 to mb. Jidde) Vice Consul ~ 


For the Consul General: 


NOO 








l. Suuary a payment s in Uctober \ 
2. Summary of payments in dovember <4 on. 2 
3. Swaary of payments in Decenber ON‘ pct / : 
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ARABIAN AMERICAN OIL COMPANY 
PAYMLNTS aND CHARGES TO THE SAUDI ARAB GOVERNMENT 
OCTOBER, 1955 
EXCLUDES PAYMuNTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 
VISAS, AND SIMILAR ITEMS 


Net Crude Runs from Field Storage During Month of 
September 1955 (Tons) 


toss Amounts Paid: 
Payments - Article 7 of the December 30, 1950 Agreement 
Royalty -— Offshore 
Royalty - Onshore 
Company Income Tax On' 1955 Income 
Additional Company Income Tax — January 1952 - 
October 5, 1953 (RS 901) 
Additional Company Income Tax - October 6,:1953 — December 31, 1953 
Additional Company Income Tax - 1954 


7 G Pai 

Charges Deducted from Royalty: 
Repayment of Saudi Government Railroad Construction Costs 
Repayment of Export-Import Bank Loan 

Total Deductions from Royalty 
Assignment out of 1955 Income Tax 
Assignment out of Additional Company Income Tax 

Jamuary 1952 — October 5, 1953 

Total Deducti 

Ney j D ®) 


BIL-EEPSPE) 


$ 175,000 
2,000, 000 
6,317,145 

20,356,499 
2,590,000 

11, 368,587 

2232795532 


$95,296,763 
$ 500,000 
— 100,000 
$ 600,000 


5,000, 000 
—13.000,.000 
$6,600,000 


$33,020,763 





i. Se Dollars 
Pounds Sterling 
Vrench Francs 


Total } 


Dbahran, Saudi Arabia 
November 10, 1955 


$56,088, 235 
32, 286,675 
——321,8533 


$23,600,703 


tS. oe fa 


rene 
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witan, 
ARABIAN AMERICAN OIL COMPANY 
PAYMENTS \ND CHARGES TO THE SAUDI ARAB GOVERNMENT 
NOVEMBER 1955 
EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICENCES, PERMITS 
VISAS, AND SIMILAR ITEMS 
Net Crude Runs From Field Storage During Month of 
October 1955 (Tons) 4,165,057 
Gross Amounts Paid: 
Royalty -— Onshore % 6,863,764 
Company Income Tax On 1955 Income 15,702,833 
Additional Company , Income Tax - January 1952 - 
October 5, 1953 (RS.901) 2,500,000 
Additional Company Ineome Tax - October 6, 1953 - 
December 31, 1953 300 ,000 
Additional Company Income Tax ~ 1954 Income 1,200,000 
Total Gross Amounts Paid $26,566,597 
Charges Deducted From Royalty: 
Serassant of Saudi Government Railroad Construction Costs $ 500,000 
Repayment of Export-Import Bank Loan 100 , 000 
Total Deductions From Royalty $ 600,000 
Agsignment Out Of Company Income Tax: 
Assignment Out Of 1955 Income Tax 5,000 ,000 
Assignment Out Of Additional Company Income Tax 
January 1952 - October 5, 1953 1,000,000 
Total Deductions ; $ 6,600,000 


Net Funds Received Directly By Saudi Arab Government 
From The Arabian American Oil Company $19,966,597 





Distribution of Payments by Currencies 
(Payments and Charges are Stated Herein in U.S. Dollars or U.S. 


Dollar quivalents Per Agreements) 





U. S. Dollars $ 9,016,233 
Pounds Sterling 10,638,741 
French Francs 311,623 


Total 9.966.597 


SE rene ae seen eeroemet 


Dhahran, Saudi Arabia ‘ 
December 10, 1955 
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Enclosure Ho. 3 
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ARABIAN AMERICAN OIL COMPANY ‘AN 1Q5F 
PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT , 
DECEMBER 1955 
EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 
VISAS, AND SIMILAR ITEMS 


Net Crude Runs !rom Field Storage During Month of 


November 1955 (Tons) 4,043,824 
Gross Amounts Paid: 
Royalty - Onshore $ 6,003,919 
Company Income Tax On 1955 Income 15,702,833 
Additional Company Income Tax - January 1952 - 
October 5, 1953 (RS.901) 2,514,538 
Total Gross Amounts Paid $ 24 881,350 
Charges Deducted From Royalty: 
Repayment of Saudi Government Railroad Construction Costs $ 500,000 


Repayment of Export-Import Bank Loan 100 , 000 


Total Deductions From Royalty $ 6CO,.-- 


Assignment Out Of Company Income Tex: 
Assignment Out Vf 1955 Income Tax 5,000,000 


Assignment Out Of Additional Company Income Tax 
January 1952 - October 5, 1953 


1,000 , 000 
Total Deductions , $ 6,600,000 


Net Funds Received Directly By Saudi Arab Government 
From The frabian American Oil Company 5 18,281,350 


Distribution of Payments by Currencies 


(kayments and Charges are Stated Herein in U. S. Dollsrs or U. 58. 
Dollar Equivalents Per Agreements) 


U. S. Dollars $ 8,970,835 
Pounds Sterling 8,998,892 
French Francs 311,623 

Total See 


Dhahran, Saudi Arabia 
January 10, 1956 
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Mr. Duce called Mr. Wilkins to say that he had been discussing developments 
regarding Buraimi with Azzam Pasha and that in the light of this discussion he pro- 
posed to telegraph Mr. Ohliger of ARAMCO in Saudi Arabia that it would be preferable 
if current talks between Saudi Arabia and the UK could be brought to a close there 
as soon as possible and continue in Washington. Mr. Duce thought that the talks 
Saudi Arabia might get out of hand and it would be preferable to keep them under 


American eye in Washington. = 


Mr. Wilkins said that he thought a message to Mr. Ohliger of this character 
would not be desirable. He said that the current talks between Saudi Arabia and the 
UK in Saudi Arabia were the result of very high-level discussions in Washington be- 
tween the President and the British Prime Minister. These talks should be allowed 
to continue. If Mr. Duce wired in a negative vein to Mr. Ohliger and if Mr. Ohliger 
subsequently expressed himself negatively to the Saudi Arabians, it might have an 
adverse effect on the course of the talks. Mr. Wilkins thought this would be an 
unfortunate development. 


Mr. Duce agreed and said that he would recast his proposed telegram to Mr. Ohliger. 
Mr. Wilkins added that we would, of course, continue to follow the talks closely wes 
if they should break down we would always be in a position to use our best = oh 
in Washington and in London as well as in Saudi Arabia to keep them EOE Y AY 
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Transmitted herewith is an editorial from tofday's3, Q 
Financial Times, entitled "American Rivals ?%, ro path Oe 
bo x WN pond 
During the debate on the Middle East in"the House ‘ > a 
of Commons on March 7, Mr. Gaitskell, Leader of the eats 
Qpposition, alleged that the "ridiculous and alsurd Nc 
dispute" between British and American oil companies 5) 
was one of the causes of the present trouble in that Ol 
area. The Editor admits that there appears to be a Qi 
fairly general belief that the American oil companies ~ 
"sang up against the rest", despite powerful evidence Or 
vo the contrary of which he. gives examples. inter alia, t 
he cites the Persian incident as reflecting the solidarity © 
of the international oil companies, and points out that oO 
"there is no British oil enterprise in the Middle East o 
in which they /the Americans/ do not appear as partners", 
After reviewing some of the difficulties which face 
Aramco in Saudi Arabia, the iditor comments that the oil 
produced from tnis source las declined, and though the 
reason for this given by the American company sounds 
plausible, he concludes "It does not look as if the 
American companies were trying, very hard to drive the 
British out of the Middle East." 
For tue Charge d'affaires qd interim 
2 
if Edwin G, Moline 
; First Secretary of Embassy 
une losure. J . eo 4M Vv 
Lie uditorial entitled’ t4nleri'¢an® Rival s fa TOA 
from the Financial Times, March 9, 1956 EAL 
| (six copies). f r 
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JN the course of the Middle 

East debate Mr, Gaitskell-once 
again made‘ the allegation that 
conflicts ‘between - British and 
American oil companies were 


one'of the causes of trouble in . 


the area. He referred to “ the 


ridiculous and absurd: dispute ” 
between these companies—as if 
everybody knew that there was 
such a dispute and what it was 


about. The dispute, he said, 


should be “ settled.” But what, 


in fact, is supposed to be the 
point at issue? If it is capable 
of being “settled,” it is presum- 
ably capable of being identified 
first. The truth is, however, that 
even the most cursory survey of 
the major American and British 
oil concerns in the Middle East 
shows that they are more often 
interlacked in close collabora- 
tion inside ‘the same enterprise 
than competing with one another 
for supplies. 


Anti-trust Laws 
Indeed, so conscious are the 
Americans of the dangers of this 
situation, in the. face of a 
Department of Justice constantly 
on the look-out for new cartels 
to conquer, that they tend to 
seize upon any evidence of 
rivalry among the companies as 
proof that y are, after all, 
just plain competitive U.S. busi- 
nesses. Of course they are 
nothing of the sort. They are 
great international organisations 
with diplomatic and _ political 
functions which sometimes make 
them resemble sovereign states. 
They are too big and powerful 
to jostle one another ‘in, the 
normal violence of unrestrained 
competition. It is rather silly 
that they have to go through the 
motions of doing vg this, while 
looking constan es over their 
at e 


io-the U.S. Department 
io-the U.o. : 
‘Or Titice. Half the ‘trouble 
and delay in forming the inter- 
national Oil Consortium which 
eventually settled the dispute 
with Persia was due to the 
nervousness of the U.S. com- 
panies on this score and to their 
demand for guarantees that they 
would not be. prosecuted .for 
forming a combination in 
restraint of trade. Indeed, it 
seemed at times that even the 
S. State Department was 
having a hard job. convincing 
them that it would be able to 
defend them against the indus- 
trial head-hunters of the Depart- 


the 
on #the ground 
American ‘compan 







agaifist: the”. restgj” This is 
cel rthe p Review. And 
it continues 


; powerful 
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imaginary | 


>t London, Engiaad. 


FINANCTAL TIMES 


DATE: = 9 MAR 1956 


Persian Incident 


There could, after all, have 
been nq-clearer demonstration 
of this than the Persian incident. 
For three years, it was the un- 
wavering solidarity of all the 
international. concerns, in the 
face of most attractive looking 
commercial offers. from the 
Persian Government, which 
effectually denied an enpect mar- 
ket to ‘Persia’s oil. The con- 
sortium which has: now taken 
over includes all the U.S. com- 

nies with concessions in the 

iddle East. Their joint stake 
in the Persian enterprise is only 
slightly smaller than the British. 
The Americans hold 40 per cent. 
here, 24 Bd cent. in Iraq, 50 per 
cent. in Kuwait and 100 per cent. 
in Saudi Arabia. There is, in 
fact, no British oil enterprise in 
the Middle East in which they 
do not appear as partners. If 
they are really ganging up to 
fight the British companies, as 
Mr. Gaitskell suggests, they are 
acting in a curiously suicidal 
fashion. 

It remains true, of, course, 
that four of the American com- 
panies have a special and ex- 
clusive interest in Saudi Arabia, 
and that the Saudis are a disrup- 
tive force in the Middle East, 
standing as they do firmly allied 
with Egypt against the Baghdad 
Pact countries and the Persian 
Gulf Sheikdoms under British 
protection. Aramco, the Ameri- 
can company which works the 
concession in Saudi - Arabia, 
Operates under peculiarly diffi- 
cult conditions. In certain 
circumstances, it is possible to 
foresee that the Americans on 
the spot, with their transport 
and supplies commandeered, 
could become the helpless tool 
of some Saudi’ Arabian aggres- 
sive action. This was the fear 
during the recent troubles over 
the Buraimi Oasis. Perhaps the 
British Goyernment has received 
too little oredit for effective 


has ealt With 
this and other frontier disputes 


in this area of the Persian Gulf. 
It is believed that Britain has 
also been urging-the U.S. to take 
a stronger line with the Saudi 
Arabian Government on these 
matters. 


The Americans, however, are 
anxious not to jeopardise their 
air base in the country. There is 
nothing sinister in that. It is 
much the same as the sort of 
situation that might have 
occurred in the past, with the 
Americans urging Britain to be 
tough, with Jordan over Israel, 
while the British were more con- 
cerned not to risk the loss of 
their military assets in. Jordan 
territory. Meanwhile, the rela- 
tive importance of Saudi Arabia 
as a Middle East oil producer 
has been on the decline. The 
official reason. given by the 
American company is that it is 
easier to sell sterling oil from 
other Middle East sources than 
dollar oil, It does not look as if 
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SUBJECT: fsttclacn Exports from Saudi Arabia E 
zs —_ ra 
: ww 
| Enclosed are two copies of a confidential statistical report by the Arabian ] o 
e 
American Oil Company entitled, "Crude Oil and Refined Products Exported from 00 F 
oO 
Saudi Arabia - Year 1955." 0) } 
( 
The ll-page report is dated February 29, 1956, and was received today at ‘a 
the Consulate General. It was probably printed in New York and additional copies » 
Ol 
might be obtainable from the New York or Washington offices of ARAMCO. One copy (Wy 
~N 
is being retained in the Consulate General's files. WN 
I 
send 
For the Consul General Ol 
é Ol 
Uy. 0 
Theodore A, Wahl 
Consul 
Enclosures: V pA } = 
. . Ces 
Two copies of statistical report (sent to Department ) mz me 
> 
i Cz 
ven 
9 co” 
Copy to Amembassy, JIDDA = re 
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CRUDE OIL AND REFINED PRODUCTS 
EXPORTED FROM SAUDI ARABIA 


YEAR 1955 


FR-719 


GENERAL ACCOUNTS DIVISION 
DHAHRAN, SAUDI ARABIA 
FEBRUARY 29, 1956 


ARABIAN AMERICAN OIL COMPANY 
CRUDE OIL AND REFINED PRODUCTS 
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ARABIAN AMERICAN OIL COMPANY 


CRUDE OIL AND REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA CONFIDENTIAL 
FR-719 ANNUAL 
OIL EXPORT SUMMARY PAGE 1 OF 11 
(BARRELS OF 2 U. S. GALLONS) 
YEAR 1955 
CRUDE OIL EXPORTED REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA TOTAL 
A : 2 ALL 
TERMINAL ARABIAN TERMINALS TOTAL GASOLINE JET FUEL KEROSENE DIESEL OIL FUEL OIL TOTAL EXPORTS 
RECAPITULATION 

” TOTAL WESTERN HEMISPHERE 33,889,008 9,315,817 43, 20h, 825 - - - - - - 43, 20L, 825 
TOTAL EASTERN HEMISPHERE - EUROPE 79 ,856, hs 38,770, L62 118,626,910 480,20h 169 ,037 327,177 1,617,026 2,790,485 5,383,929 12h, 010,839 
TOTAL EASTERN HEMISPHERE - WEST OF SUEZ 2,680,555 2,517,718 5,358,273 25,238 - 62 , 902 725,625 1,621,128 3,214,893 8,573,166 
TOTAL EASTERN HEMISFHERE - EAST OF SUEZ - 109,193,072 109,193,072 8, 39h, 7L8 - 3, 762,569 li, 356, 662 8,473,581  2h,987,560 13h, 180, 632 
MILITARY SERVICE ‘ = = - 796,368 2,216,178 18h, 06 5,914,960 12,312,732 22,L2h, 6b 21, 42h, 644 
BUNKER DELIVERIES as = = = = - 1,522,273 9,466,945 10,989,218 10,989, 218 
WHALING GROUNDS = = ae < z - - 10,477 104,477 104,477 
GRAND TOTAL 116,586,011 159,797,069 276, 383,080 9,696,558 2,385,215 h,917,05h 14,136,506 34,969,3h8  66,10h, 721 342,487,801 


General Accounts Division 
Dhahran, Saudi Arabia 
February 29, 1956 


ANNUAL SUMMARY BY COUNTRIES 


WESTERN HEMISPHERE 


Brazil 

Canada 

Chile 

Netherlands West Indies 
United States 


TOTAL WESTERN HEMISPHERE 


EASTERN HEMISPHERE - EUROPE 


Belgium 

France (Northern) 
France (Southern) 
Germany 
Gibraltar 

Greece 

Italy (Incl. Trieste & Sicily) 
Nether lands 
Portugal 

Spain 

Sweden 

Turkey 

United Kingdom 


TOTAL EASTERN HEMISPHERE - EUROPE 


EASTERN HEMISPHERE - WEST OF SUEZ 


Algeria 

Cyprus 

Egypt 

French Morocco 
Jordan 

Lebanon 
Spanish Morocco 
Syria 


TOTAL EASTERN HEMISPHERE-WEST OF SUEZ _ 2,840,555 


EASTERN HEMISPHERE - EAST OF SUEZ 


Aden 

Australia 

Bahrain 

British East Africa 
Burma 

Ceylon 

Eritrea 

Formosa 

French Somaliland 
Hong Kong 

India 

Japan 

Kuwait 

Madagascar 

New Zealand 
Pakistan 

Philippine Islands 
Portuguese East Africa 
Singapore 

Sudan 

Thailand 

Union of South Africa 


TOTAL EASTERN HEMISPHERE-EAST OF SUEZ 


CRUDE OIL EXPORTED 


FROM SIDON FROM SAUDI 

TERMINAL ARABIAN TERMINALS TOTAL 
- 5,539,227 5,539,227 
7, 806,592 716,524 8,523,116 
- 278,288 278,288 
< 2 2 
" 26,082,114 2,781, 776 28, 86, 192 
33,889, 008 9,315,817 43, 204, 825 
7,518, 730 2,159,180 9,677,910 
9,911, 26 9,271, hBh 19,182,910 
1,529, 88h = 1,529, 88h 
1,918,520 h, 341,120 19,279, 610 
2,628,178 8,236, 81h 32, 86h, 992 
1,017,265 1, 309,556 15,326,821 
= 1, 352,989 1, 352, 989 
h, 283,018 7,575, 30h 11,858, 322 
2,1h8,227 2,932,168 5,080, 395 
901, 200 1,571, @h7 2,473, 0L7 
79,856, Wh8 38,770, 62 118,626,910 
= 2,517,718 2,517,718 
86,016 i 86,016 
2,754,539 - 2,754,539 
2,517, 718 5,358,273 
- 2, 38h, 548 2,364,518 
- 63,150,220 63,150, 220 
“ 801, 259 801, 259 
ee 6,878,522 6,878,522 
- 28,797,016 28,797,016 
- 7,181,507 7,181,507 
- 109,193,072 109,193,072 


GASOLINE 


Po ee | 


REFINED PRODUCTS EXFORTED FROM SAUDI ARABIA 


JET FUEL 


1:80, 201 


33,9bb 


(8, 706) 


25,238 


8L6,43h 


229,015 
69,065 
212,647 
7,221 


49, 303 


1h, 39h 
51,296 


96,582 
563,017 
285,235 
985, 867 

1,857, 76h 


85,095 
2h,590 
2,890,223 


8, 39k, 748 


169,037 





169,037 


YFP CEH DEC HT EP HEE EH 


KEROSENE DIESEL OIL 
= 112,922 
38,572 68,658 
= 239,312 
- 20,951 
288,605 1, 058, 69 
- 116, 714 
327,177 1,617,026 
6,537 56,896 
62h, 581 161,202 
- 18h, 291 
- 3,800 
(7,127) 27,667 - 
18,911 291, 769 
642,902 725,625 
- 127,988 
7 336,929 
22,150 65,00L 
24,000 - 
170, 386 20k, 685 
7,129 6,898 
20,620 176, L88 
= 61,22h 
2,h59, 501 610,634 
- 1,282,930 
- 11,392 
- 45,956 
223,372 516, 68 


648,567 50, 250 
7, 780 136,529 


131,946 = 
36, 9h1 35,403 
10,177 2h, 90 

- 1 
3,762,569 _h,356,662 


FUEL OIL TOTAL 
- 112,922 
116,012 116,012 
107, 006 107, 006 
1,519, 480 1,626, 710 
120,953 120,953 
110, 756 350, 068 
113,29h 113,29h 
491,577 512,528 
211,07 2,207, 722 
- 116, Th 
2,790, L8 52383,929 
48,191 48,191 
= 63 9433 
1,511, 26h 2,330,991 
158, 26h 342,555 
- 3,800 
13,52h 25,358 
89,885 89,885 
- 310,680 
1,821, 128 3,214,893 
579,160 707, 148 
73,725 1,257, 068 
LO, 897 357, 066 
so 93,065 
395,877 983,595 
- 21,2L8 
264,273 510,68), 
28,112 309 , 336 
210, 788 3,422, 317 
h, 319,152 5,653,378 
153,401 153,01 
- 107,97h 
- 608 ,973 
572,902 1,597,977 
L86,60h 2,661, 288 
569,217 2,571,290 
208, 138 340,084, 
- 157,139 
- 59,707 
351,335 —_3, bls, 502 
6,473,581 2h,987,560 
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TOTAL 
ALL 
EXPORTS ~ 


59539,227 
8,523,116 
278,288 

2 


28, 86h, 192 
43,204,825 


9, 790, 832 
19,182,910 
1,529, 88h 
19,395,652 
107,006 
1,626,710 
32,985,9L5 
15, 326,821 
1, 703,057 
11,971,616 
5,592,923 
2,207, 722 


2,589,761 


124,010, 839 


48,191 
63,1433 
4, 848, 709 
342,555 
89,816 
2,779,897 
89, 885 
310,680 


8,573, 166 


707,148 
3,641,636 
63,150.220 
357, 066 
93,065 
983,595 
21,2h8 
801,259 
510,68), 
309, 336 
10, 300, 839 
3h, 450, 39L 
153,401 
107,97k 
608 , 973 
1,597,977 
2,661,288 
2,571,290 
340,08), 
157,139 
59,707 
10,596, 009 


13h, 180,632 
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CRUDE OIL EXPORTED REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA. TOTAL 
FROY  SIDON FROM SAUDI | | | | ALL 
ANNUAL SUMMARY BY COUNTRIES (Cont'd. ) TESMINAL APABIAN TERMINALS TOTAL GASOLINE JET FUEL KEROSENE DIESEL OIL FUEL OIL TOTAL EXPORTS 
MILITARY SERVICE | = - - 796,348 2,216,178 18h, LO6 5,911,960 12,312,732 21,h2h,6hk (21, h24,6bh 
BUNKER DELIVERIES - __- - - - __- L, $22,273 9,166,945 10,989,218 10,989,218 
WHALING GROUNDS | - - - - - - - 10h, 77 10h, 1:77 104,177 


GRAND TOTAL 114,586,011 1£9, 797,09 274A, 383, O80 DeAGA SSR — 24 385,215 491705 = 1136, SNE 3.4 969348 =H 10, 721 342, 487, 801 


as eg ee ee 


SUMMARY BY QUARTERS 


A 


WESTERN HEMISPHERE 
—=——— 


LTH 


1ST 
2ND 
IRD 
UTH 


BRAZIL 


TOTAL 1955 


CANADA 


TOTAL 1955 


CHI LE 


TOTAL 1955 


NETHERLANDS WEST INDIES 


TOTAL 1955 


UNITED STATES 


TOTAL 1955 


TOTAL WESTERN HEMISPHERE 


1ST 
2ND 
3RD 
LTH 


EASTERN HEMISPHERE - EUROPE 
—————————Oeee————— 


1ST 
2ND 
3RD 
LTH 


TOTAL 1955 


BELGIUM 


TOTAL 1955 


TERMINAL 


912,008 
2,438,947 
2,230, 7hO0 


2,22, 897 


7,806,592 


, tat 4 


7,196,270 
6,248,195 
6,469,231 


5,958, 720 


26,082, Wé 


€, 108,278 
8, 487,12 
8,899,971 


8,193,417 


33,889, 008 


1,138,551 
1,990, 487 
2,330,195 
2,059, 297 


_1,518, 730 


CRUDE OIL EXPORTED 


ARABIAN TERMINALS 


161,91b 
2,203, 393 
1,452, 755 


1, 721,165 


5,539,227 


388, 359 
198,165 


130, 000 


714, 52h 


278, 288 


278, 288 


218,811 
568, 908 
876, 769 


1,117, 288 


2,781,776 


749, 08b 
2,970, 68 
2,407,812 


2,948,153 


__9,315, 817 


116,299 
433,797 
670,113 


738,971 


2,159, 1f0 


TOTAL 


141, 91h 
2,203,393 
ly hS2, 755 


1, 721,165 


5,539,227 


1, 300, 367 
2,637,112 
2,230, 7h0 


2, 35h, 897 


8,523,116 


7,h15,081 
6,817,103 
7,546,000 
7,086 , 008 


28, 86h, 192 


8,877, 362 
11,457,410 
11,507, 783 
11, 142,070 


113,204, 825 


1,25h,850 
2, 62h, h8h 
3,000, 308 
2,798,268 


9,477,910 


REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA 


GASOLINE JET FUEL KEROSENE 


me e-eeeee 


DIESEL OIL 


FUEL OIL 





TOTAL 


i ae ee | 


112,922 
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TOTAL 
ALL 
EXPORTS 


161, 91h 
2,203, 393 
1,452,755 
1, 721, 165 


52539,227 


7,415,081 
6,817,103 
7,546, 000 
7,086, 008 


28 192 


1,254,850 
2, 62h, BL 
3,000, 308 


2,911, 190 


__9, 790,832 


SUMMARY BY QUARTERS FROM SIDON 
QUARTER COUNTPY TERMINAL 
EASTERN HEMISPHERE - EUROPE (Cont 'd.) 
eee et ete 

FRANCE (NORTHERN) 

1ST 2J6rh, 119% 

2ND 2,350,086 | 

3RD 3, 1h0, 329 

LTH 1,806,900 
TOTAL 1955 9,911,426 
FRANCE (SOUTHERN) 

1ST o 

2ND 459,696 

3RD 267, 33k 

LTH 822,85) 
TOTAL 1955 1,529,88h 
GERMANY 

1ST ae 3, 72h, hO1 

2ND 3,905, 758 

3RD 3,731,21h 

LTH 3,557, 1h7 
TOTAL 1955 1,918,520 

: GIBRALTAR 

‘AST ~ . 

2ND < 

3RD - 

LTH a 
TOTAL 1955 - 
GREECE 

1ST = 

2ND < 

3RD = 

LTH = 
TOTAL 1955 
ITALY(INCL. TRIESTE & SICILY) 

1ST ASOT 

2ND 5, 77h, 156 

3RD €,039, 330 

LTH £163,115 
TOTAL 1955 21,628,178 
NETHER LANDS 

1ST 3,370,130 

2ND 3,392,558 

3RD 3,2h9, 714 

LTH \ 1, OO0h, G41 
TOTAL 1955 14,017, 24€ 
PORTUGAL 

ist — = Z 

2ND as 

3RD 7 

LTH z 


TOTAL 1955 _ 


CRUDE OIL EXPORTED 


FROM SAUDI 


ARABIAN TERMINALS 


2,107,352 
yi 1,996,880 
2,6L8 , 469 


2,518,583 


_9,271, 18h 


2,083, 343 
317,110 
1,175, 750 


78,897 
Ny 341 , 120 


1h9,400 
(19,400) 


1,077,962 
1, 772,327 
2,926,698 


2,159,827 


0,234,814, 


326, 0h 
489,810 


193, 3h2 


1,309,554 


190,470 
310,072 
73,028 


h79, 419 


1, 352,989 


TOTAL 


hy 721, L43 
h,3L6, 966 
5,788,998 


hy 325,183 


19,182,910 


459,496 
27, 33h 
822,85h 


1,529, 88) 


5,807, 76h 
1,222, B48 
h, 906,96), 
Ny 32, Ob 


19,279, 6hO 


1h9, 400 
(1h9, 600) 


7, 709,239 
7,56, 483 
8,966, 028 


8,443, 2h2 


32, 86h, 992 


3,370,130 
3, 718, 962 
3,739,524 


Ny 198 2203 
15,324, 821 
190,470 


310,072 
73,028 


L79, 419 


1, 352,989 


REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA 


GASOLINE JET FUEL 








ie 4 
' 
' 


' 
1 


KEROSENE DIESEL OIL FUEL OIL TOTAL 
- - = 11,012 116,032 
- 116,012 116,012 
- - - 107,006 107, 006 
- 107,006 107, 006 
- - - 107,838 407, 838 
- . 56,57h 303,235 359, 809 
- 298 , 349 298 , 369 
- 38,572 12,084 510,038 560, 69h 
38,572 68,658 1,519, 480 1,626,710 
= 2 = 120,953 120,953 
= 120,953 120,953 
51,933 - 51,933 
50,439 - 50,439 
136, 9h0 110, 756 247,696 
___239,312 __ 110,756 __350,068 
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TOTAL 
ALL 
EXPORTS 


h, 721,463 
li, 346, 966 
5,788, 998 
4,325,483 


19,182,910 


159,696 
27, 33k 
822,85) 


1,529, 88h 


5,807, 764 
222,868 
906, 96 
4,458, 056 


19,395,652 


149,600 
(1h9, 600) 


107,006 


107, 006 


407,638 
359,809 
298, 369 
560,694 


1,626,710 


7,830,192 
7,546, U83 
8,966, 028 


8,643,242 
32,985,945 


3,370,130 
3,718, 962 
3, 739,526 


4,498,203 


15,326,821 


490, L70 
362,005 
123,467 
727,115 


1, 703,057 


PAGE & OF 11 


CRUDE 9IL EXPORTED REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA TOTAL 
SUMMARY BY QUARTERS FROM SIDON FROM SAUDI Fp ee Be es ee Di eal oe, ALL 
QUARTER ~ COUNTRY TERMINAL ARABIAN TERMINALS TOTAL _ GASOLINE JET FUEL  KiROSENE DIESEL OIL FUEL OIL TOTAL EXPORT o 
EASTERN HEMISPHERE - EUROPE (Cont'd. ) 
SPAIN 
1ST 1,273,284 1,488, 21° 2,961,531 = = = a Z cS 2,961,531 
2ND 1,087,286 1,989,829 3,077,115 - - - - - - 3,077,115 
3RD 90h, 761 2,029,449 2, 93h, 130 - - - - - - 2,934,430 
UTH 1,017,485 1,847,561 2,885, 2h6 - - - “ 113,29u 113,29b 2,998,510 
TOTAL 1955 4,283,018 7, £75, 30) 11,858, 322 = = = ~ 113,29h 113,29); 11,971,616 
SWEDEN 
1ST — 602,150 401,178 1,003, 628 = = = es = = 1,003,628 
2ND 129, 76 1,083, 845 1,213,411 = - - - - - 1,213,411 
3RD 241,498 837,375 1,099,073 ~ - - 20,951 86,280 107,231 1,206, 30 
LTH 1, 15h, 333 609, 750 1, 76, 083 » - - - LOS, 297 LOS ,297 2,169, 380 
TOTAL 1955 2,1h8, 227 2,932, 148 5 080, 395 —_ - - 20,951 491,577 512,528 5 592,923 
TURKEY 
1ST ——e = = . 220,396 36, 1h2 87,879 32,116 2h, Tho 711,273 711,273 
2ND ~ = = B2, 323 51,739 18, 840 200,869 41,278 425,0h9 425,09 
3RD - = = 177, L&5 81,156 132,315 Lh9, 16h 1h5, 389 985,539 985,539 
LTH - - = - - 19,541 66, 320 - 85,661 85,861 
TOTAL 1955 - - - 480,20  __ 169,037 288,605 1,058, L69 211,407 2,207, 722 2,207, 722 
UNITED KINGDOM 
1ST soe 229,233 588,510 817, 7h3 - - - 116,71) - 116, 71h 93,457 
2ND 556,687 983,337 1,540, 02h - - - . - - 1,540,024 
3RD is aa is 3 3 5s % - o 
LTH 115,280 < 115,280 - - - - - - 115,280 
TOTAL 195° 901,200 1,571,8h7 2,173, 0h7 - - - 116,714 - 116, 71h 2,589, 761 
TOTAL EASTERN HEMISPHERE - EUROPE 
GN Se eee a ee eT Ps 19,583,139 8, 702,979 28,286,118 220,394 34, 1h2 87,879 458 ,830 553,531 1, 356,778 29,643,196 
2ND 19, 46, 660 9,264,021 28,910,481 82,323 51,739 18, 80 309, 376 3hb, 513 836,791 29,747, L72 
3RD 19,904,577 10,851,112 30,755,489 177,85 81,156 132,35 $20, 55h 530,038 1,441,578 32,197,267 
LTH 20,721,772 9,952,350 30, 47h, 122 - - 58,113 328, 264 1,362,403 1, 748, 782 32,422, 90h 


TOTAL 1955 79,856, hhi8B 38, 770, Lé2 118, 624, 910 480, 20h 169,037 327,177 1,617, 026 2,790, LBS 5 383,929 12,010,839 
EASTERN HEMISPHERE - WEST OF SUEZ 


: ALGERIA 

1ST + = “ 2 7 2 3 b. ” 

2ND « ‘ é x“ : : = : 

3RD 2 * = is 2S Z - 48,191 48,191 48,191 

LTH é = a‘ ee " a ‘ - E > 
TOTAL 1955 : - - - = = a 4B, 191 48,191 48,191 
CYPRUS 

1ST eT 3 ‘ e R 7 m . ‘ : 7 

2ND - - - - - = 25,335 - 25,335 25,335 

3RD z a « x . = 19,990 - 19,990 19,990 

LTH : " ‘ 2 2 6,537 11,571 - 18, 108 18, 108 


TOTAL 1955 - = - - - 6,537 56,896 - 63,433 63,433 
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CRUDE OIL EXPORTED REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA TOTAL 
SUMMARY BY QUARTERS ALL 
QUARTER =—=“‘CD!O OCCOUNTRY TEPMINAL ARABIAN TERMINALS TOTAL GASOLINE JET FUEL KEROSENE DIESEL OIL — FUBL OIL TOTAL EXPORTS 
EASTERN HEMISPHERE-WEST OF SUEZ(Cont'd.) Z 
EGYPT 
1ST >. - L8h, 786 L8h, 786 - - 338,811 - 423,2h9 762,060 1,2h6,8L6 
2ND “ 68h, 367 68h, 367 33, 9Lb = 255,895 66, 706 318,776 675,321 1,359,688 
3RD = 238, 83), 236, 83h - - - 10,799 301,226 312,025 550,859 
LTH - 1,109, 731 1,109, 731 - - 29,875 83,697 468,013 581,585 1,691, 316 
TOTAL 1955 = 2,517,718 2,517, 718 33,94b é 62h, 581- 161,202 1,511,264 2,330,991 4,818, 709 


FRENCH MOROCCO 


ust = Fa . s s = 128,229 107,696 235,925 235,925 
2ND - - - - - - 56,062 50,568 106,630 106,630 
3RD - - - - - - - - - - 
LTH - < - - - - - “ in 

, TOTAL 1955 < . “ . = 18h,291 158,264 342,555 32,555 

JORDAN 

1ST a 22,528 - 22,528 - = - - - - 22,528 

2ND 21,350 - 21,350 - - - - - - 21,350 

3RD 21,095 = 21,095 - - ~ 3,800 = 3,800 2h, 895 

LTH 21,03 - 21,043 - - - - - 21,043 
TOTAL 1955 86,016 ss 86,016 - = = 3,800 - 3,800 89,816 
LEBANON 

1ST 3? 529,461 = 529,461 (1,569) - (1h1) (68) - (2,358) 527,303 

2ND 576, Fle - 576,612 (2,775) - (21h) (1,501) - (by 490) 572,122 

3RD 80,885 - BOL, 885 (2,527) - (5,283) 30,076 - 22,266 827,151 

TH 8L3, 381 - 83, 381 (1,835) - (1,89) (260) 13,52h 9,910 853,321 
TOTAL 1955 2,754,539 - ; 2,751,539 (8, 706) ~ (7,127) 27,667 13,52h 25,358 2,779,897 
SPANISH MOROCCO 

1ST = ~ ‘s - as s = “= = = 

2ND - ~ - - - - - - - - 

3RD = 2 2 = = - - 89,885 89,885 89,885 

LTH - = = - - - - - - - 
TOTAL 1955 - = = = - - 89,885 89,885 89,885 
SYRIA 

1ST aes - - - ~ - 7,711 66,992 - Th, 703 Th, 703 

2ND e = = ss x i 126,138 = 126,138 126,138 

IRD - - - - - - 18, 396 - 48,396 LB , 396 

LTH 3 . - « - 11,200 50, 2h3 - 61 ,bh3 61,43 
TOTAL 1955 = < = = = 18,911 291,769 = 310,680 310,680 

TOTAL EASTERN HEMISPHERE - WEST OF SUEZ \ 

ats <8. se ee 652,189 LBL, 7246 1,034,975 (1,549) - 36, 381 194,573 530,915 1,070, 330 2,107,305 
2ND » 597,962 48h, 347 1,282,329 31,169 - 2557 81 272, 7hO 369, 3LL 928,93h 2,211, 263 
3RD P25, 980 238,83) 1,04), 81): (2,527) - (5,283) 113,061 439, 302 54,553 1,609, 367 
LTH PAL 2h 1,109,731 A 1,97, 155 (1,835) ~ 46,123 1h5,251 181,537 671,076 2,645,231 


TOTAL 1956 2,810,555 2,517,718 5 358,273 25,238 - 6L2, 902 725, 625 1,821,128 3, 21h, 893 8,573, 166 
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CRUDE OIL EXPORTED REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA TOTAL 
SUMMARY BY QUARTERS FROM SIDON  *FOM SAUDI - ; ALL 
QUARTER COUNTRY TERMINAL ARABIAN TERMINALS TOTAL GASOLINE JET "VEL  KEPOSENE DIESEL OIL REL OIL TOTAL EXPORTS 
EASTERN HEMISPHERE - EAST OF SUEZ 
ADEN 
1ST eo - - - = = 20,276 191,65 211,921 211,921 
2ND “ = - - - - 19,430 28,747 48,177 48,177 
3RD - ~ - - - - bh, 647 116, 766 163,413 163,413 
LTH - - - - - = 43,635 240,002 283, 637 283,637 
TOTAL 1955 ~ - - - - - 127,988 579,160 707, 18 707, 148 
AUSTRALIA 
1ST - 762,161 762,141 201,413 - ~ 79,290 18,433 299, 336 1,061,797 
2ND - 7hS ,8h1 7h5 8h 297,089 - =- 231, 51h 25,191 553, 79k 1,299,635 
IRD - 236,196 236,196 80,196 - - - - 80,196 316,992 
LTH - 639,750 639,750 267,236 = x 26,125 30,101 323, 462 963,212 
TOTAL 1955 = 2,364,548 2, 38L, 5U8 86, 43h - ~ 336,929 3,725 1,257,088 3,641, 636 
BAHRAIN 
1ST} - 17,297,991 17,297,991 - - = - - - 17,297,991 
2ND - 15,350,630 15, 360,630 - - - ’ - - - 15,360,630 
3RD . 1h, 79h, 0L0 14,79, OhO - - - ney - - - 1h, 794, OLO 
LTH = 15,697,559 15,697,559 - ~ : Py - = = 15,697,559 
TOTAL 1955 - 63,150,220 63,150, 220 - = = = - - 63,150,220 
BRITISH EAST AFRICA 
1ST aa ia ee ss _ 7 123,770 - 22,150 1h,846 - 160, 766 160, 766 
2ND * = - 0,275 - - 50,158 - 90 433 90,433 
3RD - - - 49,970 = - - LO, 897 90,867 90,867 
LTH = = x 15,000 - - - ’ 15,000 15,000 
TOTAL 1955 - - - 229,015 - 22,150 65, 00h 40,897 357, 066 357,066 
BURMA 
1ST Fe 2 = = 7 = & = é = - 
2ND - - - 41,562 - 2h,000 - - 65,562 65,562 
3RD « = - 27,503 - - - - 27,503 27,503 
LTH . = 7 ra = = ss = S a = 
TOTAL 1955 = - = 69, 065 - 2h,000 - - 93, 065 93,065 
CEYLON 
1ST ee = = = - - 12,208 50,785 35,467 98, 460 98, 460 
2ND = - - 53,918 - 39,969 h2,513 190, 107 326,527 326,527 
3RD - - . = 77,817 ~ h2,22h 20, L5h 103, 156 2h3,951 243,951 
LTH = és - 80,912 - 75,965 90, 933 66,87 31b, 657 314,657 
TOTAL 1955 - - - 212,647 - 170, 386 20h, 685 395,877 983,595 983,595 
ERITREA 
1ST 7 on z = ra = é = = = = ee 
2ND . 53 o 7 ea _ 2 g 3) 
3RD = e = = = - - - - 
TH ——. é . ___ 7,221 - 7,129 6,898 - 21,2h8 21,28 
TOTAL 1955 - - - 7,221 - 7,129 6,898 - 21,28 21,28 
FORMOSA ‘ 
1ST - 332, 188 332,168 - - - - - - 332,188 
2ND = = - ~ = aa = = = - 
3RD - 2, 05h 142,05L - - - - - - 12 05h 
LTH = 327,017 327,017 - ~ . - = - 327,017 
TOTAL 1955 pono 2 ___ 801,259 wan WOIQ259 st eo ee Be 0D 
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CRUDE OIL EXPORTED REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA TOTAL 
SUMMARY BY QUARTERS FROM SIDON ROM SAUDI ALL 
QUARTER ~ COUNTRY TERMINAL ARABIAN TERMINALS TOTAL GASOLINE JET "UEL KEROSENE DIESEL OIL FUEL OIL TOTAL EXPORTS 
EASTERN HEMISPHERE-EAST OF SUEZ (Cont'd.) 

FRENCH SOMALILAND 

1ST —— - - - 7,987 - 6,885 36,033 75,000 125,905 125,905 

2ND ~ - - 7,29 - - 70,820 50,000 128 , 069 128,069 

3RD - - - 1, Tee - h,937 22,168 35,000 69,827 69,827 

LTH - = - 26,345 - 8,798 47,467 10h, 273 186 , 883 186, 883 
TOTAL 1955 - - ~ hg, 303 - 20,620 176,188 264,273 510, 681 510,68h 
HONG KONG 

1ST <—ns = = = zs ~ - - - ~ - 

2ND “ = = - - - 9,012 100,539 109,551 109,551 

3RD = ees é im . - 52,212 147,573 199, 785 199, 785 

ATH = = = = - - - - - - 
TOTAL 1955 ‘ - - = ~ = < 61, 22h 28,112 309, 336 309, 336 
INDIA 

1ST - 1,085, 746 1,085, 7h6 - - 353,247 178,905 97,153 629 , 305 1,715,051 

2ND - 660,216 660,216 1h1,39h - 799 5473 225,328 37,695 1,203,890 1,86hL,106 

3RD - 2,51b,97h 2,51L,97h - - 620, 95h 88,252 75, 9h0 785,16 3, 300,120 

LTH = 2,617,586 2,617, 586 = - 685, 827 116, 1L9 - 203,976 3,421,562 
TOTAL 1955 - 6,878,522 6,878,522 1b1, 39h - 2,459, 501 610, 43h 210, 788 3,422,317 10, 300,839 
JAPAN 

1ST ——s . 4,585 ,4h1 6,585,641 - - - 203,967 532,377 736, 3ub 7,321,985 

2ND - 7,189,968 7,489,968 - - - 83, 33h 1,481, 706 1,565, 0L0 9,055,008 

3RD = 6,563,070 6,563,070 - - - 498,287 819,133 1,317,420 7,880,490 

LTH - 8,158,337 8,158, 337 51,296 - - 497, 3h2 1,485, 936 2,034,574 10,192,911 
TOTAL 1955 - 28,797,015 28,797, 016 51,296 - = 1,282,930 4, 319,152 5,653,378 3h, 450, 39h 
KUWAIT 

1ST ee - = - = = = - - - - 

2ND = a = “i = - ” 55,041 55,061 55,061 

IRD = = - = = - - - s 

LTH - - - - - - - 98, 340 98, 340 98, 340 
TOTAL 1955 = . = = E = - 153,hC1 153, 1:01 153,401 
MADAGASCAR 

1ST eee - = = 32,000 “ - - - 32,000 32, 000 

2ND Pa = . < = = 11,392 - 11,392 11,392. 

3RD = “ - hS,OCO - fe - - LS ,000 45,000 

LTH 7 < - 19,582 = “s - ~ 19,582 19,582 
TOTAL 1955 - - - 96 582 - = 11,392 . 107,97h 107,97L 
NEW 2EALAND ‘ ; 

1ST ess = = - 252,307 - - 2h, Lik - 276, 725 276,725 

2ND - = as 66,161 - - 21,538 - 87,699 87,699 

3RD = si = 102,723 - - - - 102,723 102,723 

LTH = - - 11,826 = = = - 1h1, 826 11,826 
TOTAL 1955 - - - 563,017 - - LS ,956 - 608 , 973 608, 973 


SUMMARY 


QUARTER COUNTRY 
EASTEPN 4€MISPHERE-EAST OF SUEZ (Cont'd.) 
PAKISTAN 
1ST 
2ND 
3RD 
LTH 
TOTAL 1955 
PHILIPPINE 
1ST 
2ND 
3RD 
UTH 
TOTAL 1955 
PORTUGUESE 
1ST 
2ND 
3RD 
LTH 
TOTAL 1955 
SINGAPORE 
1ST —— | 
2ND 
3RD 
LTH 
TOTAL 1955 
SUDAN 
1ST ae 
2ND 
3RD 
LTH 
TOTAL 1955 
THAILAND 
1ST a 
2ND 
3RD 
LTH 
TOTAL 1955 
UNION OF SOUTH 
1ST 
2ND 
3RD 
LTH 


TOTAL EASTERN HEMISPHERE - EAST OF SUEZ 
Me yp ea eS 


2ND 
3RD 
LTH 


BY QUARTERS 


TOTAL 1955 


TOTAL 1955 





FROM SIDON 
TERMINAL _ 


CRUDE JIL EXPORTED 


REFINED }PODUCTS EXPORTED FROM SAUDI ARABIA 





FROM SAUDI 


ARASIAN TEPMINALO 


rR e a 


TOTAL 





VASOLINE 














© 2 


1,90 ,035 
1,762, 1:41 
1,802,171, 


1,712,837 


1,181,507 


27,968 , 062 
26,019,116 
26,052,808 


29, 153, 086 


109, 193,072 


rere 


1,90h,,035 
1, 762,61 
1,802,17h 


1,712,837 


7,181,507 


27,968, 062 
26,019,116 
26,052,808 


29,153,084 


109,193,072 


31,932 
123,150 
19,857 


110,296 


285,235 


28h ,251 
29h, 740 
207,539 


199,317 


__ 985,847 


551,592 
09, 352 
558,929 


337,891 


1 ,857, 76h 


39,502 
45,593 


85,095 


1h,952 
9,638 


2h, 590 


651,197 
616,577 
750, 25h 


81,895 
2,890, 223 


2,136, 9h9 
2,136,139 
1,976,950 
2, Lhh, 410 


8, 39h, 748 


FUEL 


JET 


oe 2 gy 


' ea i F 


72,000 
60,670 


90, 702 


223, 372 


180, 2hh 
1h, 760 
115,995 
207,548 


618 2 S67 


7,780 


7,780 


131,96 


11,285 
25,656 


36, 9h 
5,165 


5,012 


10,177 


65h, 51h 
1,206,003 
800, 407 


1,101, 6h5 


3, 762,569 





DIESEL OIL 


102, 366 
183,165 
41,883 


169,05h 


516, 68 


gj: 

175,753 

168,135 
53,205 


143,157 


SLO »250 


31,7h7 
17,983 
55,03 


31,396 


136,529 


18,870 
16,533 


35,403 


9,999 
1h,9h) 


2h, 940 


1h,2h0 
47,673 
99,251 


11,780 


172, 9h 


932,626 
1,191,994 
1,029,573 
1, 202, L69 


4,356, 662 


FUEL OIL 


33,388 
372,162 


167, 352 
572,902 


39, U67 
211,702 
121,170 


11h, 265 


486, 60h 


71,757 
89,207 
232,916 


175,337 


569,217 


206 , 138 


206, 438 


351,335 


Nv 


TOTAL 


239, 686 
739, 1L7 
81,710 


537, 40h 


1,597,977 


679, 715 
019,357 
497,909 


66h, 307 


2,661,288 


516, Sh2 
647,248 


Sub, 624 


2,571,290 


131,946 
208, 138 


30,116 
29,591 





59,707 


665,737 
778, 369 
910,283 


1,060, 113 


3, lh, 502 


818, 776 
7,260,672 
5,770,697 
7,137, WIS 


2h, 987,560 
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TOTAL 
ALL 
EXFORTS 


239,686 
739,17 
81,740 


537, 40h 


1,597,977 


£19,715 
819,357 
497,909 
66 


4,307 
2,461,288 
662,876 


516, 52 
847,218 


Sub, 62h 


2,571,290 


131,946 
208,138 


340, 084 


157, 439 


30, 116 
29,591 


59,707 


2,569,772 
2,540,830 
2,712,457 


2,772,950 
10,596, 009 
32, 786,838 
33,279, 788 


31,823,505 
36, 290,501 


134, 180,632 
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CRUDE OIL EXPORTED REFINED PRODUCTS EXPORTED FROM SAUDI ARABIA TOTAL 
SUMMARY BY QUARTERS _ FROM STDON ROM SAUDI eg ALL 
COUNTRY TERMINAL ARABIAN TERMINALS TOTAL GASOLINE JET FUEL KEROSENE DIESEL OIL FUEL OIL TOTAL EXPORTS 
MILITARY SERVICE : 
1ST - _ ~ ~ 786, 365 68,2) 1,560, 4609 lh, 006, ili2 6,415,657 6,415,657 
2ND . . ‘ ’ 71, 109 30,189 1,774,893 1,924,737 h,200,928 ,, 200, 928 
3RD , = = — = 568,951 = 928,770 2, 77h, 269 4,271,990 4,271,990 
LTH «+ " ___# 796, 368 389, 753 85,976 1,650,688 _ 3,613,284  —_ 6,536,069 6,536, 069 
TOTAL 1955 — * 796,368 2,216,178 — 18h,h06 _5,91h,960 12,312,732 21,h2h, 6lb 21, 42h, 6h 
BUNKER DELIVERIES 7 
1ST - . . . . - 315,269 2,186,373 2,501,642 2,501,642 
2ND . - ~ - 521,906 2,380,689 2,902,595 2,902,595 
3RD . - - - - 306,336 2,226,577 2,532,913 2,532,913 
LTH . . r . . ‘ 378,762 2,673,306 — 3,052,068 3, 052, 068 
TOTAL 1955 = . - . _s — 1,522,273 9,466,945 10,989,218 10,989,218 
WHALING GROUNDS 
. 4st 7 ™ - - = S- = j i ‘iia =- 
2ND ‘ “ ‘ ‘ - . a < ‘ ‘ 
3RD ‘ ‘ , ’ - ‘ : ‘ ‘ ‘ 
LTH : 7 . . . . ms: 104,477 104,477 10,477 
TOTAL 1955 - —_ - - - - . 104,477 10h, 477 10h, 477 
GRAND TOTAL 
1ST 28,2113, 904 37,775,311 AA, 148, 817 2,355,776 822,507 1,157,015 3,461,907 8,365,978 16,163,183 8? , 332, 000 
ND 28,931, 76h 39,087,572 F7, 869, 734 2,2h9,931 622,848  1,5h0,713 1,,070, 909 7,745,519 16,129,920 8 3,999, 656 | 
3RD 29,630,528 39, 750, 566 69, 381,09], 2,151,908 650,107 927, L469 2,898, 29h, 7,933,953 14,561,731 83,942,625 
LTH 29,779,813 113,183, 420 72,963,433 2,938,943 389,753 1,291,857 _ 3,705,436 10,923,898 19,249,887 92 213,320 


TOTAL 1955 116,586,011 = 159,797, 049 276 , 383,080 9,696,558 2,385,215 4,917,05h 14,136,546 34,969,348 66,104,721 342, 4B7, 801 
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OL. 

Mr, Noble said he wished to report for the Department's ae 
information the intention of the Trans-Arabian Pipeline Company to W 
offer to renegotiate currently outstanding contracts with the Near 
Lastern countries, Saudi Arabia, Syria, Jordan and Lebanon, through O! 
which the pipeline passes, This is important to the company since its I 
present agreement with Saudi Arabia, where most of Tapline's mileage is f\) 


‘ located, requires it to pay transit fees to that country beginning with ( 







An? 1 a5 





a 








1964 as high as those paid by any other pipeline company in the Middle Ol 
Bast. He stated that the fees payable under the present IPC-Syrian 0) 
agreement would be prohibitive for Tapline, 


Previous Negotiations 


The previous negotiations in 1952, Mr. Noble said, had hinged on 
these elements: 


M/SO 


Ss 

1. Substitution of a cash payment in lieu of an earlier comit- ey SQ 

ment ‘to provide each country with 200,000 tons of crude oil. The am) i 
Company agreed to a cash payment of {600,000 and to sell each nation =» 

its internal requirements of crude at the most favorable Mediter- —TI1 LN 

ranean posted price, Oo a 


y; 


2. Elimination of discriminatory exchange rate. The countries 


CONFIDENTIAL 


agreed to eliminate this feature, mony ty 
3. Payment F™ 
9° ey =, 
: o™ 
— 
rm 


CONFIDENTIAL 


ry 


- LL = 


32e Payment in local currency. ‘The countries arreed to take 


un to 1/3 of their ravment in pounds sterling, 
IPC Arreenent 


The new IPC agreement in Syria and the current IPC negotiations 
in Lebanon, Mr. Noble said, placed TAPLJNE under pressure to renerotiate 
its aereements and make it Jesirable that TAYLIIE atiempt to seek 
arreements on some formula other than the IPC agreement. Althouch the 
Syrian asreement with IPC is "dressed up" to look as if the company 
were paying a transit fee of one shilling, four pence per 100 ton- 
miles, the arreement in part actually embodies the 50/50 profit sharing 
princivle, The transit fee, plus the other fcatures of the IFC arreement, 
nets Syria ‘318,500,000 per year, 


In Mr. Noble's opinion, TAPLINE cannot agree to the ton-mile 
transit fee formula, Syria served notice upon the company that it 
wished to renegotiate on this basis and that it wished to make any 
settlement retroactive to the date of the IPC arreement, 


Negotiat 2 


Mr. Noble pointed out that the line was presently paying the 
countries on the basis of the cost of providing security and in the 
new negotiations with each of the fow countries would seek agreement 
to apply the 5@-50 principle of division of net income, 


The present TAPLINE agreement with Saudi Arabia, he said, gives 
the company immmity from transit fees and income taxes until 1964. 
It also provides that, after that time, the company will pay transit 
fees commensurate with any other fee paid by any other pipeline 
company, This would, in effect, he pointed out, make it necessary 
for TAPLINE to pay Saudi Arabia on the basis of the IFC settlement 
in Syria. He stated that TAPLINE is a mich longer pipeline and could 
not pay on this basis and continue a profitable business, 


The company hopes to avoid this possibility by offering now 
to waive the income tax immmity in exchange for agreement to pay a 
tax not in excess of 50% of the net profit, The company would seek 
to retain the immmnity from transit fees, 


TAPLINE now pays Saudi Arabia $1,558,000 per year; this new 
formula would increase the payments to $11,192,000 per year. 
Negotiations will start by a series of formal calls on officials 
of Lebanon, Syria, and Jordan, Since the largest percentage of the 
line (70%) is in Saudi Arabia, however, actual negotiations will begin 


with 
CONFIDENTIAL 


CONFIDENT LAL 
—s 


with that country. It is TAPLINE's plan, he said, to insist that 
all four agreements go into effect on the same date. He said they 
hope, in this way, to create some pressures among the countries 
themselves for a settlement, 


In renegotiating, the company would, he said, seek to eliminate, 
reduce, or limit certain obligations previously undertaken. These are: 


l. Governorate expenses: Under these the company is responsible 
for supporting local government services in the villages which have 
grown up around the seven pumping stations, This is an expanding 
responsibility which the company will hope to limit, if not eliminate, 
It is presently costing them $1,200,000 per year. 


2. Water well drilling: This is not costly, but is an added 
burden on the company. 


3. Medical care for TAPLINE commmitiess This costs about 
$300,000 per year, The company will seek to shift this burden 
gradually to the Government, 


Increases to Countries: 


Mr. Noble then gave the following statistics on the mileage in each 
country and the increase which each would obtain in revenue under the 
new formula: 


Mileage Now Receiving # Would Receive 
Sandi Arabia 538 $1,558,000 $11,192,000 
Jordan 110 858, 2,420,000 
Syria 79 859,000 1,730,000 
Lebanon 25 839,000 2,660,000 


; The Lebanese figure, he said, includes terminal fees at Sidon and 
is thus large despite the short mileage. Both the Syrian and Lebanese 
figures include collections of a loading fee divided equally between 
Syria and Lebanon by agreement between the two countries, 


Mr. Noble said TAPLINE would determine their profit on the basis 
of the differential between the Ras Tanura posted price and that at the 
Mediterranean, This would make the gross profit 49 cents per barrel, 
or at the present rate of flow, $59,000,000 per year, 


He said it was planned that TAPLINE would continue as the operating 
contractor and that the parent companies would create wholly owned 
subsidiarigs which would make the profits and pay the taxes. 
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| The Arabian American Oil Company has furnished to the Consulate General copies 


g@mm qoeenood © iu 


of a data sheet giving in summary form statistics on the company's tax and royalty 
payments to the Saudi Arabian Government for the calendar year 14955. The figures 


are the same as the monthly totals reparted quarterly to the Department as required 


by t he CERP for this office, These statistics are made available to the Consulate 
B 


General on a confidential basis. ai, 
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For the Consul General: 


a Theodore A. Wahl a 
/ American Consul ‘im 
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Enclosure: ~ 


Summary of Payments, 1955 (3-copies to Department, 1 to Jidda ) 


CC: AMEMBASSY JIDDA o 


APR 19 pM 92 47 
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( ACTION COPY — DEPARTMENT OF STATE = 


The action office must return this permanent record copy to DC/R files with an endorsement of action taken. 
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peer sae ee < 
Enea ies 4 to _ RABIAN ERICAN OIL COMPANY 
A AM 
‘ Despetch Wee SG Sry ye : 
S APR 9 tobe ten PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT 
8 American Gast ca JANUARY THROUGH DECEMBER 1955 ol IP Ew 
x the tran, EXCLUDES PAYMENTS OF CUSTOMS DUTIES, LICENSES, PERMITS, VISAS, AND SIMILAR ITEMS ai Cu 
N 
n Yb 1955 Zs 
r oe 2 oe a A Bee _— ee = ake == ——s —_ : a 5 
‘ \W | JANUARY hid clantaci MARCH | APRIL MAY JUNE i JULY 4 AUGUST SEPT. OCTOBER ee eee —_ TOTAL 
. i ——— —— — == = - + —> - — ee — — == = 
s | NET CRUDE RUNS FROM FIELD STORAGE |, : | 
| DURING PREVIOUS MONTH (TONS) SPP) 3 +681 ,838 3,386,762 4,063,550 | isha 8 3,918,874 3,458,750] 3,848,406 3,839,880 3,833,359 | 4,165,057 4, 043 ,824 46,154,962 
re F—— = ne ——= —<—-=— = = + +— —————}- — Sh Ce 
a GROSS AMOUNTS PAID - 
Royalty: | 
a) Onshore $ 6,642,936 |$ 6,067,449 |$ 5,581,181 |$ 6,696,487 |$ 6,399,953 |$ 6,458,070 |$ 5,699,813 |$ 6,341,941 |$ 6,327,892 |$ 6,317,145 |$ 6,863,764 |$ 6,663,979 | $ 76,060,610 
Offshore - - - - - - - - - 2,000,000 . | : 2,000,000 
\ Natural Gas - 160 - - - . - 145} - - - : 305 
ox Company Income Tax: i | 
‘ ‘: On 1954 Income 12,366,667) 12,366,667) 12,366,667 | 12,366,667 | 12,366,667| 12,055,416| 12,055,416| 12,055,416 - - je - : 97,999,583 
i On 1955 Income _ - : - : - - : - - 11,049,167| 20,356,499 | 15,702,833 | 15,702,833 62,811,332 
Additional Income Tax - January 1952 - . 
October 5, 1953 (RS901) 4,000,000| 3,800,000 2,300,000 2,300,000 3, 100,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 | 2,500,000 2,514,538 33,014,588 
Additional Income Tax - October 6, 1953 - | ¥ 
| December 31, 1953 - - - - - - - - - 11,368, 587 300,000 - 11,668,587 
| Additional Income Tax - 1954 - - : - - - : : - 52,579,532 1,200,000 : 53,779,532 
Annual Rental < . - - : - 164,794 - - - - - 164,794 
| Article 7 of Dec. 30, 1950 Agreement , 175,000 - - 175,000 - - 175,000 - 175,000 - | : 700, 000 | 
TOTAL GROSS AMOUNTS PAID $23, 184,603 $22, 234, 276 $20,247,848 |$21,538,154 |$21,866,620 $21,013,486 |$20, 595,023 |$20, 897, 502! 'si9, 877, 059 | $95,296,763 |$26,566,597 |$24, 881, 350 380 | $398, 199, 281 | 
| —— > ie —= SSS = = a ——— : oo 
| CHARGES DEDUCTED FROM ROYALTY: 
| Repayment of SGRR Construction Costs $ 500,000/$  500,000/$  500,000/$  500,000/$  500,000/$ 500,000 |$  500,000,$  500,000)$  500,000)|$ 500,000 |$ 500,000 /$ 500,000 |$ 6,000,000 
Repayment of Ex-lm Bank Loan 100,000 100,000 100,000 100,000 100,000 | 100,000 100,000 100,000 | 100,000 100, 000 100, 000 100,000 1,200,000 
| Settlement of Unpaid Invoices 873,110 900,137 - ia - | - | : - 12,619 | 243 - _ s i 1,786, 109 
Total Deductions from Royalty $ 1,473,1 al 1;500,137|$ 600,000}$ 600,000 |$ 600,000'$ 600,000 |$ 600, 000 i $ 612,619 's 600,243 |$ 600,000:|$  600,000|$ 600,000 |$ 8,986,109 
DEDUCTIONS FROM COMPANY INCOME TAX: | | ; | | | | 
Assignment Out of 1954 Income Tax | 2,000,000 2,000,000 3,000,000; 3,000,000 5,000,000 5,000,000 | 8,500,000 8,500,000 | - | - - 4 37,000,000 
Assignment Out of 1955 Income Tax - - - - - : | - | - { 5,000,000 5,000,000 5,000,000 5,000,000 20,000,000 
Assignment Out of Additional Company Income | | | 
Tax - January 1952 - October 5, 1953 - | - 1,000,000 1,000,000 1,000, 000 | 1,000,000 1,000,000, 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 10,000,000 
TOTAL DEDUCTIONS $ 3,473,110/$ 3,500,137 |§ 4,600,000 | $4 ,600,000 \s 6, 600, 000 \s 6, 600, 000 iso. 100,000 $10, 112,619 |$ 6,600, 243 |$ 6,600,000 |$ 6,600,000 |$ 6,600,000 [s 75,986,109 
-}—— + — ————-- 4+ —— -- + 
NET FUNDS RECEIVED DIRECTLY BY THE | | 
SAUDI ARAB GOVERNMENT FROM THE | | 
ARABIAN AMERICAN OIL COMPANY $19,711,493 | $18,734,139 SAU EAE PENG LIOB TSS (919,266,020 $14,413,486 |$10,495,023 | $10,784,883 | $13,276,816 | $88,696,763 | $19,966, 597 | $18,281,350 $262, 218,172 | 
= — ——— ae — — = an | ES == —— + 
DISTRIBUTION OF PAYMENTS BY H | | 
CURRENCIES | | 
(Payments and charges are stated herein in | | | 
U.S. Dollars or U.S. Dollar equivalents per | 
agreements) | 
U.S. Dollars $14,183,077 | $13,549,435 | $11,324,573 | $10,936,052 |$ 8,538,654|$ 9,717,306 |$ 5,947,207 |$ 6,117,589 |$ 8,508,130 | $56,088,235 |$ 9,016,233 |$ 8,970,835 | $162,897,326 
Pounds Sterling 5,257,839 5,113,967 4,252,698 5,931,525; 5,857,389; 4,414,803 4,266,439 4,385,773 4,446,833 | 32,286,675 | 10,638,741 8,998,892 95,851,574 
French Francs a7, 577 70,577 70,577 70,577 | 870,577 281,377 281,377 281,376 321,853 321,853 311,623 311,623 3,463,967 
Saudi Riyals 160 - - - | - - 145 - - - - 305 
‘ = —_+— = SS ee —— ———+ 
' ~ ~ TOTAL _[si.70 71 493] $18,73 734, 4,139 | $15,647,848 $16,938,154 | $15,266,620 $14,413,486 [$10,495,023 | $10,784,883 | $13,276,816 $88,696,763 | $19,966,597 | $18,281,350 aie 
= Saree eo eee | a bee sa east —— 7| 








DHAHRAN, SAUDI ARABIA 
JANUARY 10, 1956 
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SUBJECT AILAMCO fx and toyalty Payments — First Guarter 195 Yh oie 
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| ollowing is a taduietion of the cross tax and roy eed paymen 3 CLG ” he ¥ 
arabian American O11 Company (ARAECO) to the tavenreend of pauei 4 hnahig. fron a 
danuary tt rourch ! sora, 1956+ These firsures have been mace available by fou CO ro) pA 
to the Sonsnulate General, on & confidential basie- 0 3 
a 
4 1 — £ LAGI rs WRICSD t OGG COLIP. PA! YY GNOS& ihe re Aa i? POLLY PAYMENTS TO : i ° 
TES. SED SOW OAR COVMGMELT, JAnUAnY TiitGUG] MARCH, 1956 eh xe \% 
nN ~ 
lconth Loyalty Company Income Tax Totel Gross Amount “Oo. 
on 1955 Income _ Paid oO 
r + VOL ts cae aa 6 Ly OW 
January 1956 6,883,956 “p16, 201, 833 923,260, 789 ~ 
February 1956 6,476,684 16,201,833 22,678,517 m~ 
March 1956 6,380,154 16,254, 562 22,634,716 A 
cated, 
1/ Includes special payment of $175,000 O 
Source: Treasury, Arabian American O11 Company, Dhahran, e 
Detailed figures, including a statement fiving the distribution of payments 
by currencies, are forwarded as enclosures to this despatch: 


For the Consul General 
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Consul 
(3 copies to Dept, 1 to 
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Summary of payments in January 
2+ Summary of payments in February 
3+ Summary of payments in 
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The action office must return this permanent record copy to DC/R files with an endorsement of action talran 


© Despatch Ko. ~@@ dates 
\ 


raves APR 10 1956 
ca American Consulate General, 
wt’ ARABIAN AMERICAN OIL COMPANY iF sii 
PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT / ee 
JANUPY 1956 . 
EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 
VISAS, AND SIMILAR ITEMS 
Net Crude Runs From Field Storage During Month of 
December 1955 (Tons) 1" 10 
Gross Amounts Paid: 
Royalty - Onshore $ 6,883,956 
Company Income Tax On 1955 Income 16,201,833 
Payment - Article 7 of the December 30, 1950 Agreement 175,000 
Total Gross Amounts Paid $ 23,260,789 
Charges Deducted From Royalty: 
Repayment of Saudi Government Railroad Construction Costs $ 500,000 


Repayment of Export-Import Bank Loan 


Total Deductions From Royalty 


Assignment Out Of Company Income Tax: 
Assignment Out of 1955 Income Tax 


Total Deductions 


“NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
FROM THE ARABIAN AMERICAN OIL COMPANY 


100 , 000 


$ 600 ,000 


2.1900 ,000 
$ 5,600,000 


$17,660,789 





Distribution of Payments by. Currencies 
Payments and Charges are Stated Herein in U. S. Dollars or U. S, 


Dollar Equivalents Per Agreements 


U. S. Dollars 
Pounds Sterling 
French Francs 


Total 


Dhahran, Saudi Arabia 
February 10, 1956 


CON aaa 


$ 9,417,648 
8,129,212 
__113,929 


$17,660,789 
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CONFIDENTIAL 


ARABIAN AMERICAN OIL COMPANY 


PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT 


FEBRUARY 1956 


EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 


VISAS, AND SIMILAR ITEMS 


Net Crude Runs from Field Storage During Month of 
January 1956 (Tons) 


Gross Amounts Paid? 
Royalty - Onshore 


Enclccure No. ee 


Despatch Ho. A @@ 
APR 10 1956 


to 
dated 
from 


American Consulate General, 


Dhahran, 


3.930 ,085 





$ 6,476,545 





Royalty - Natural Gas 139 
Company Income Tax on 1955 Income 16,201,833 
Total Gross Amounts Paid $ 22,678,517 
Charges Deducted from Royalty: 
Repayment of Saudi Government Railroad Construction Costs $ 500,000 
Repayment of Export-Import Bank Loan 100,000 
Total Deductions from Royalty $ 600,000 
Assignment Out of Company Income Tax: 
Assignment Out of 1955 Income Tax 5,000,000 
Total Deductions $ 5,600,000 
8 RE D CTLY BY SA OVERNMENT 
FROM THE ARABIAN AMERICAN OIL C $ 17,078,527 
Distribution of Pi ts by Currencies 
Payments and C es | Stated Herein U. 8. Dollars or U. 8. 
Dollar Equivalents Per Agreements 
U. 8S. Dollars $ 9,120,425 
Pounds Sterling 7, 8b4,02k 
French Franca 113,929 
Saudi Riyals 
Total 078,51 


Dhahran, Saudi Arabia 
March 10, 1956 
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CONFIDENTIAL tnt Ie BG 


APR 10 1956 


ARABIAN AMERICAN OIL COMPARY 
PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT 
MARCH 1956 
EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 
VISAS, AND SIMILAR, ITEMS 


Net Crude Runs from Field Storage During Month of 


February 1956 (Tons) 3,871,594 
Gross Amounts Paid: 
Royalty --Onshore $ 6,380,154 
Company Income Tax on 1955 Income 16,254,562 
Total Gross Amounts Paid 22 6 
C : 
Repayment of Saudi Government Railroad Construction Costs $ 500,000 
Repayment of Export-Import Bank Loan ____]00,000 
Deductio m 1: $ 600,000 
Assignment Out of Company Iricome Tax: 
Assignment Out of 1955 Income Tax — 4.000.000 
Total Deductions $4,600,000 





$18,034,716 


U. S. Dollars $ 10,089,529 
Pounds Sterling " 7,828,084 
French Francs 

Total $ 18,034,716 


Dhahran, Saudi Arabia 
April 10, 1956 
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SUBJECT: Project for Operating Tapline on a Profit Basis. +, MAL 
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Led / - 4uU/ 
VL, /: S11 57 
SUMMARY 5129 J 


lire Noble, President, of Tapline, has recently submitted to 
the Saudi Government a project for converting Tapline's pipeline 
operation from a non=profit to a profit basis. The main element 
of the scheme is the formation of four Carrier Companies (compris- 
ing Tapline's four stockholder companies) which would register in 
the four countries through which the pipeline traverses; lease the 
pipeline installations from Tapline; and charge a tariff to the 
owners of the oil in order to earn a profit, which would be subject 
to income tax in the four countries involved. Total payments to 
any one of the countries would not exceed that country's proportion 
of 50% of the net profit from the pipeline operation. Mr. Noble is 
presunably now in the process of discussing the project with the 
other three countries concerned--Jordan, Syria and Lebanon.* 


~ 
ba 
| 04 peusnis 
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Mr. John Noble, President of Tapline, visited Jidda recently to propose 
to the Saudi Arabian Government a project by which Tapline's pipeline opera- 
tion would be converted from a non-profit to a profit basis. Mr. Noble briefly 
discussed Tapline's plan with Mohammad Surur, Minister of the Ministry of Finance 
and National Economy and Abdullah Tariki, the Director General of the Ministry's 
Directorate of Petroleum and Mineral Affairs. He left with the Minister an 


Aide Memoire*# on April 28 outlining the main elements of the scheme. A copy 
of the Aide Memoire is attached as enclosure Noe le 


* A substantial proportion of the substance of this report was provided by 
Mr. garry Owen, Aramco's Jidda representative, who requested that the informa- 
tion be sent only to the Department. He was syre that Mr. Noble would inform 


Anman, Damascus, and Beirut the results of his presentation in those three 
capitals, and the general outline of the scheme. 


iCLINOO 


%#* The Aide Memoire was given the Embassy by Mr. James MacPherson, Petroleum 
Consultant to the Saudi Arabian Government, who requested that his name as source 


be protected. He especially did not want Aramco to know that he had provided 
the Embassy with a copye 
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From_ 
| ee brief, the project provides that four Carrier Conpanies (each con-| 
sisting of Tapline's four stockholder companies--Standard Oil of California, 


the Texas Company, Standard Oil of New Jersey and Socony Vacuum) would quali- 
fy to do business in each of the four countries through which the pipeline 
passes, iec., Saudi Arabia, Jordan, Syria and Lebanon. The companies would 
lease the pipeline installations from Tapline; engage Tapline to operate 
the line; and as rent for the lease, pay Tapline's operating costs. To 
assure a profit, the Carrier Companies would charge the owners of the oil 

a tariff which would be equal to the difference between the posted prices 
for crude oil at Qaisumah, Saudi Arabia and at Sidon, Lebanon. Currently 
this tariff would be roughly el9¢ per barrel per day but would, of course, 
fluctuate with the posted pricese The profit from this tariff would be 

sub ject to income tax in each of the four countries through which the line 
passes, but each country's total payments would not amount to more than its 
proportion of 50% of the net profits from the pipeline operations. The 
method of determining the proportions of each country would be worked out 
after discussions with the four countries involved. Payments to each country 
would be all-inclusive, in that they would relieve Tapline and the Carrier 
Companies of the obligation to pay transit fees, payments for the security 
of the line, provision of services, etc. According to the Aide Memoire 
which Mr. Noble left with the Saudi Arabian Government, the net profit to 
be allocated among the four countries would be $22,)00,000. This figure 

is based on a throughput of 110,000 barrels per day and a tariff of .)9¢ 
per barrel. 


In addition to her share of the profit from the pipeline operation, 
Lebanon would also receive the proportion of the net profit accruing to 
the pipeline's terminal operation at Sidon, which is estimted at 5 to 10%. 


The Saudi Government is currently studying the plane Mr. Noble's object 
was simply to put the project before the Saudi Government for consideration 
and then make a similar presentation to the other three countries concerned. 
The project is not expected to be negotiated or discussed in detail until 
July, as Mr. Noble mst return to the United States between now and then. 


Aramco anticipates, according to Mr. Owen, that, of the four countries 
involved, the Smdis will offer the least opposition to the plane He points 
out that revenue from the project will be a windfall to the Saudis in that 
Tapline, under its agreement, is exempt from paying any transit fees on its 
pipeline operation in Saudi Arabia until 196. Tapline is obligated at 
present to provide some services and actually pays some government salaries 
in the pipeline region but, according to Mr. Owen, the total of these wuld 
be considerably less than the revenue anticipated under the new project. He 
also noted that no matter what system is used to determine the proportion of 
the net profit from the pipeline operation for which each country is eligible, 
Saudi Arabia would seemingly get the largest amount“in that approximately 
sevénty percent of the line is in Saudi Arabia. Actually Arameo is hopeful 
that the Saudis might be willing to permit the other three countries, as 
non-oil producers, to receive a somewhat larger share than that for which 
they would otherwise qualify. In this respect, Aramco was pleased to find 
that Mohammed Surur in his talk with Mr. Noble actually suggested that 


be the case@e 
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Desp. No. __ 181 | CONFIDENT TAL Encl. No. __ 
From Jidda —___ (Classification) Deep NS, 

From_ 





In dealing with the other three countries, Tapline considers its 
decision to increase the pipeline throughput from 320,000 to )10,000 
barrels per day will appreciably add to the attractiveness of the project.* 
The volume *expansion will be achieved by increasing the pressure in the line 
by increasing tie pumping capacity. The installation of new pumping 
facilities has already begun, but will not be completed until next year. 
Among the reasons for the throughput volume expansion is, according to 

Mr. Owen, increased demand for oil in the Mediterranean area and losses 
presently being incurred by super=tankers in transporting oil through the 
Suez Canale Aramco estimates tankers. sacrifice some 15 to 20% of their 
capacity in order to traverse the Canale Mr. Owen explained that the 
increased throughput of the line did nob imply increased productione 


Comments Mre Owen did not diene ‘ee purpose of the project other 
than to say it had been under consideration for some time. It is assumed 
to be an effort on the part of Aramco to devise a more satisfactory formula 
than the present one for meeting the transit charges currently, and seemingly 
continuously, being pressed on Aramco by Jordan, Syria and Lebanon. 





Charge d'Affaires ae ie 


iP 


Enclosure: “Copy of Tapline Aide Memoire. 


% It will be noted from the attachment to the Aide Memoire that the 
estimated net profit from the pipeline operation under the new project 
is figured on the basis of a throughput of 110,000 barrels per day 
rather than the present throughput of 320,000. . 
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AIDE MEMOTRE 


With a view to changing the operation of Trans-Arabian Pipe Line from 
a non-profit to a profit basis, it is proposed that the following arrangements 
be instituted: 


1. Tapline with its stockholder companies would arrange for 
four Carrier Companies to take a lease of Tapline's installations 
in Saudi Arabia, Jordan, Syria and Lebanone 


2e Tapline would be paid by the Carrier Companies an amount 
equivalent to the sum of its fixed charges and its costs of opera- 
tions, and would continue to operate its installations under its 
Conventions as at present, without profite 


3- The Carrier Companies would charge a tariff for the trans- 
portation jof crude oil and would thereby earn a profit which would 
be subject to income tax in Saudi Arabia, Jordan, Syria and Lebanon. 
It would be agreed with the government of each country that the 
total amount of all payments to that country by the Carrier Companies 
and Tapline would not exceed 50% of the net profits attributable to 
that countrye 


he The tariff would be determined by reference to the published 
prices for crude oil applicable at Qaisumah and at Sidon, the total 
tariff at any given time being equal to the difference hetween the 
prices in effect at that time. The total tariff so determined would 
be divided on an equitable basis between the pipeline operations from 
Qaisumah to Sidon and the terminal operations at Tapline's Sidon 
terminale - 

5. The total net profits of the Carrier Companies in all four 
countries would represent the difference between the total gross 
revenues received by them by means of the tariff and the sum of all 
of the costs incurred by them including the costs of Tapline. The 
share of the net profits out of which the income tax and any other 
payments would be made to each country, would be determined on a 
basis to be arrived at after discussions with the govermments of all 
of the four countries. Since this subject has not been officially 
discussed with all of the governments involved, it is not possible 
in this Aide Memoire to state what basis of allocation would be 
selected. It is contemplated that proposals similar to this will be 
submitted to the Governments of Jordan, Syria and Lebanone 


rs J Page 2 of 
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6. The Carrier Companies would be granted the same exemptions | 
and immnities that Tapline enjoys under its Convention of 197, and 
the Government would grant all necessary licenses, permits, etce, to 
enable these companies to register and to do business in Saudi Arabia. 


7e In return for the substantial increase in benefits which 
the Government would derive from this proposal, Tapline (and the 
Carrier Companies) would be relieved of its obligations to pay transit 
fees, and of all obligations to provide governmental and public services, 
or to pay the cost thereof. Tapline's Convention and Letter Agreement 
dated July 11, 197 and the Badanah Agreement of April 3, 1951 would 
be amended accordingly. 


Any expenditures or costs. that may continue to he sustained 
by the Carrier Companies or by Tapline in connection with any of the 
foregoing obligations would be considered as payments on account of the 
income taxes due from the Carrier Companies and would be credited 
against their total tax liability, so that the total of the payments 
to the Government by the Carrier Companies and by Tapline would not 


exceed 50% of the net profits attributable to Saudi Arabia. 


8. It is the Company's desire to discuss the proposal outlined 
in this Aide Memoire with a view to reaching agreement on the various 
points discussed and entering into a final written agreement between 
the parties making the new arrangements effective. 
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(Classification) 7 
19) 0) — ada, 
TAPLINE TARIFF/CARRIER PLAN 


ESTIMATED NET INCQME FROM PIPELINE OPERATIONS 


(Basis of 410,000 BPD = 9¢ Tariff per Barrel) 


Estimated Total Gross Pipeline 
Revenue from Operations in 


Four Countries $64,, 700,000.00 
Estimated Total Pipeline Costs 19,900, 000.00 
Estimated Net Pipeline Income $l, 800 ,000 .00 


50% Available for Allocation 
Among Four Countries $22, 400,000.00 


28 April 1956 


Department of State 
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UK Embassy has informed Department Governor Aden has agreed é 
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| LAW OFFICES ch is assigned to 


O NEILL, HIGGINS & os 


369 ‘eekabinn AVENUE MAY 2 ; 195 - ta | 


iin, wew vorw iy DEPARTMENT of x’ 


JOHN V HIGGINS 
ARCHIE E LATTO 


TELEPHONE MURRAY HILL § 6500 


CABLE ADORESS'T Tr” 
ROLAND J TELLIER ooh NE SLES TSS 
DANIEL DIAMOND 


May 17, 1956. 


Hon. Raymond T. Yingling, / 
Assistant Legal Adviser, ey. 
United States Department of State, HY 

Washington, D. C. Se All 


Dear Sir: 


We are the attorneys for Leo Walton, who was the 
plaintiff-appellant in his action against “he Arabian 
American Oil Company, which was argued in the United 
States Court of Appeals for the Second Circuit during 
this term. 


On May 15, 1956, a decision was handed down affirm- 


ing the judgment of the lower Court. = 
: . \) 
In a footnote to the opinion, it was stated that » QO) 


Judge Frank had received a letter from you in which a 
you suggested that with little or no expense, inform- My 


\ 2° ation could probably be procured as to the pertinent IN) 
. legal rules of Saudi Arabia. 
fi { 
f 
We are most anxious and desirous of obtaining this O! 
information promptly. Pre 
Would you be good enough to advise us where we may y 
obtain an official and authenticated certification of = 
the civilized legal system, if any, that prevails in N 
Saudi Arabia. We propose to submit your reply to the O] 
Court of Appeals. ™ O) 
= 
Thank you for your courtesy and favor. S 64) 
> SS 
ss Y 
Very truly yours, cS 
o 
O'NEILY, ree 
By \ 
S\ 
ra : e 
= is 
ae a 
cu 
y fi ON 


In re refer to 
Ln 0664. 2563/5-2756 MAY. 5 11958 


Dear Mr. Latto: t 


With reference to your let of May 17, 1956, the recent 
letters between 


a injury 
plaintiff injured there by an American firm's truck driv 
American. 


8 
q 
8 


Enclosed is a copy of the writer's reply to Judge Frank. 


© 

Should you desire detailed information about the law of x 

Saudi Arebia, I would suggest that you get in touch with the cm™ 
Sewii Arabien Consulate at 105 Lexington Avenue, Room 3103, . 

Wew York, New York. a r 

% 

, 

y 


\ 


Sincerely yours, 


Enclosure: . | | ea 
v | of / on Ly 
Copy of letter to rn / ‘ 
Judge Frank, April 17, 1956. f caf 7 
fire N 
Mr. Archie B. Latte, ae | Cc. 
ONeill, Miggine & Latte, he on 
exiugton Avenue, 
Sew York 17, Now York. S/S.CR 
MAY 3f tor 
b/aues ait Qaerses 5/31/56 y 8 1956 PM. 


) be, 













FROM 


| Bepartment of Justice 
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THIS AGRE“IENT, made the 20 ae of December, 1955, 
between the United States of America (hereinafter called the 
"Government"), acting through the Attorney General, party of 
the first part, and the individuals and corporations listed in 
Appendix A (hereinafter called tue "Contractors"), acting throug 
their duly authorized officers or attorneys, parties of the 
second part, WITNESSETH: 

\HEREAS, the Government claims the right to (i) for- 
feit the twenty-two vessels listed in Appendix B hereto of whict 
one has been sold (said twenty-one remaining vessels being 
hereinafter at times called the "Ship" or "Ships"); (ii) recover 
from the Contractors earnings resulting from the operation of 
the Ships; (iii) accelerate the unpaid balances of United 
States Maritime Administration mortgages (hereinafter called 
"the Maritime mortgages") in respect of certain of the Ships; 
and (iv) recover other sums from the Contractors, or certain 
of them; and 

WHEREAS, such claims have been referred to the Depart- 
ment of Justice for prosecution in the courts, and in respect 
thereof the Government has seized certain of the Ships which 
are now in court custody, and has commenced the actions and 


asserted the counterclaims set forth in Appendix C hereto; and 
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WHEREAS, the seized ships are covered by stipulations 
for their operation in the custody of the Court, with the pro- 
ceeds of operation on deposit with Shoreside Custodians to be 
disposed of pursuant to the provisions of such stipulations, 
and the unseized Ships are covered by agreements for their 
operation, with the proceeds of operation deposited with a 
Fiscal Agent, to be disposed of pursuant to the provisions 
of such agreements; and 

\JHEREAS , certain of the Contractors have brought 
actions against the Government in the Court of Claims, as set 
‘forth in Appendix C, arising out of the purchase of certain 
of the Ships; and 

WHEREAS, said claims of the Government are based on 
its contention that United States Petroleum Carriers, Inc., 
Victory Carriers, Inc,, _— Tankers, Inc., and Trafalgar 
Steamship Corporation (hereinafter at times called the 
"Domestic Corporations"), do not qualify as citizens under 
the Shipping Act of 1916, as amended (hereinafter at times 
called the "Shipping Act"), or under the registry statutes, 
by reason of alleged alien control of said corporations; and 

WHEREAS, the Contractors dispute said claims of the 
Government, as asserted in pending litigation or otherwise, 
and claim that the Domestic Corporations fully rualiey as 


citizens under the Shipping Act, and the Government disputes 


~~ 


said claims of the Contractors asserted in the Court of Claims; 
and 

WHEREAS, the Government and the Contractors desire 
to compromise and settle all civil claims and civil litigation 
based on claimed violation of the citizenship requirements of 
the registry and shipping laws of the United States, and claimed 
misrepresentations; and 

WHEREAS , the Contractors are willing t> make such 
changes with respect to the management anc control of the 
Domestic Cornorations, and the ownership of the common stock 
thereof as may satisfy the Government that they qualify as 
citizens under the Shipping Act; and 

WHEREAS, the S.S. CAMAS MEADOWS has heretofore been 
severely damaged and sold for scrap, and the net proceeds of 
sale, aggregating One Hundred Twenty Thousand Dollars ($120,000), 
have been deposited with an escrow agent, pursuant to agreement 
made May 6, 1955, pending determination of the respective 
rights to such fund of the Government, and United States 
Petroleum Carriers, Inc., and The First National City Bank of 
New York, as Trustee-Mortgagee, under a preferred ship mortgage 
and indenture dated as of September 1, 1951; 

NOW, THEREFORE, in consideration of the premises and 
the mutual covenants and conditions herein contained, the parties 


hereto agree as follows: 


~ 


I 

The Contractors shall pay the Government, without 
interest, Seven Million Dollars ({7,000,000) (together with all 
past unpaid installments of principal, and interest at three 
and one-half per cent (33%) per annum, on the Maritime mortgages 
covering certain of the Ships, as set forth in Appendix D), on 
the terms and conditions set forth herein, to be paid as 
follows: 

(a) One Million Dollars (/1,000,000) shall be paid 
on the signing of this agreement, There shall first be paid 
out of said sum all said past unpaid installments of principal 
and interest on the Maritime mortgages, The balance of said 
One Million Dollars ({1,000,000) then remaining shall be 
applied as a payment on account of said Seven Million Dollars 
('\7,000, 000). 

(b) Four Hundred Thousand Dollars (%00,000) shall 
be paid by the release, satisfaction and discharge by the 
Contractors of any anc all claims which any of then may have 
against the Government arising out of the acquisition by the 
Domestic Corporations of any Ships from the Maritime Administra- 
tion, or its predecessor, including, but not limited to, the 
claims now being asserted against the Government in the Court 


of Claims, Actions Nos, 9-5, 70-5 and 206-55, 


a Bes 


(c) Such sum, but in any event not less than Two 
Million Dollars ($2,000,000), as shall be necessary to reduce 
the remaining balance payable hereunder to Four Million Dollars 
($1,000,000) shall be paid by July 31, 1956, Payment on account 
of this sum shall be made in monthly ine tedl Beenie of Two Hundred 
Thousand Dollars ($200,000) each, commencing February 1, 1956, 
and shall be paid in the first instance from the proceeds of 
certain charter hire, as provided in Article II, paragraph (a). 

(a) The balance of Four Million Dollars (4,000,000) 
shall be paid in three equal annual installments payable, 
respectively, on July 31, 1957, July 31, 1958, and July 31, 
1959, subject, however, to the vrovisions of Article II, para- 
graph (6), and Articles III and IV. 

(e) The amount to be paid under paragraph (a) of 
this Article may be paid by the Contractors (i) by directing 
various Shoreside Custodians for all seized Ships ana the Fiscal 
Agents for all unseized Ships to make specified payments to 
the Government out of funds in their possession, including 
funds held in the sinking funds for mortgage payments, aggregating 
Two Hundred Fifteen Thousand, One Hundred Thirty-four Dollars 
and Fifty Eight Cents ($215,134.58); and (ii) by aiecertnn to 
the Government amounts payable under charters with the Military 
Sea Transportation Service earned prior to the date of the 


signing of this agreement (hereinafter called the "agreement 


~~ 


date"), When the Government has actually received said past 
due unpaid installments of principal and interest on said 
ilaritine mortgages, all Maritime mortgages covering Ships of 
Victory Carriers, Inc., and ‘’estern Tankers, Inc., shall be 
deemed to be in good standing and all defaults, based on 
failure to make payments wien due, heretofore claimed by the 
Government in respect of such mortgages are woived and shall 

be deemed to have been fully cured, The Government, on receipt 
of said past mortgage payments, waives all claim to any acdi- 
tional interest, at the rate of two and one-half per cent (24%) 
per annum, in respect of its claimed past defaults under 


Maritime mortgages, 


IT 

The Contractors agree to furnish the following collateral 
to secure the prompt and faithful performance of their obligations 
hereunder: 

(a) Charter hire received by the Shoreside Custodians 
and the Fiscal Agent for the Ships covered by the Maritime mortgages 
(hereinafter at times called the "Government-mortgaged Ships"), 
and not paid to the Government under Article I, paragraph (e), 
and all balances held by them shall be disbursed in accordance 
with the provisions of this paragraph. The balance of such 
charter hire, after making said disbursements, shall, on termina- 


tion of the operating stipulations and the operating agreement 
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for such Ships under Article V, paragraph (e), be paid over 
to an escrow agent acceptable to the parties hereto, There 
shall then also be assigned and paid to such escrow agent all 
cnarter hire on all such Ships, accrued from the date of such 
termination of said stipulations and agreement.: to July 31, 
1956. The charter hire on all Government mortgaged Ships, 
whether received by the applicable Shoreside Custodians and 
Fiscal A;ent or by said escrow agent,shall be disbursed to 
cover the following matters for the period encing July 31, 
1956: 

(i) First, there shall be paid, or provision 
shall be made for the payment of, operating expenses 
as hereinafter defined, for the Government-mortgaged 
Ships, incurred since June 1, 1955, On said termina- 
tion of said operating stipulations and agreement, 
the escrow agent shall wslenee to the Shipowners 
the funds required for the payment of such operating 
expenses. | 

(ii) Second, after so paying or providing for 
operating expenses, there shall be paid to the Govern- 
ment commencing February 1, 1956, Two Hundred Thousand 
Dollars ($200,000) at the beginning of each month, 
to be applied against said Two Million Dollars 


(2,000,000) required to be paid by July 31, 1956, 


« 8% 


(iii) Third, there shall be paid to the respective 
Shipowners, an allowance for overhead at the rate of 
One Hundred Dollars (100) a day for each Government- 
mortgaged Ship while operating, and Thirty-seven 
Dollars and Fifty Cents (‘.37.50) a day for each such 
Ship while idle, Such overhead shall accrue from 
the date of the signing of this Agreement, and the 
first payment shall be made on February 1, 1956. 

(iv) Fourth, the mortgage payments of principal 
and interest on the Maritime mortgages covering the 
Ships of Western Tankers, Inc., shall be paid when 
due. 

(v) Fifth, the net balance, after making or 
nelle for the payments set forth in subparagraphs 
(i) through (iv) hereof, shall be paid to the Govern- 
ment on July 31, 1956, as a further payment on account 
of said Seven Million Dollars (%7,000,000); provided, 
however, that any funds in excess of the amount 
necessary to reduce the Contractors! obligation here- 
under to Four Million Dollars (4,000,000) shall be 
paid to the Domestic Corporations, unless the operating 
stipulations and said operating; agreement have not 
then been terminated, in which event saic excess 
funds shall be paid to the Domestic Corporations on 


the termination thereof, 
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On liquidation of the net balance in the escrow fund 
on July 31, 1956, as aforesaid, and provided that the Contractors! 
obligation hereunder has been reduced to Four Million Dollars 
(4,000,000), said escrow arrangement shall terminate, all 
charters theretofore assigned to the escrow agent shall be 
reassigned to the respective Shipowners, and charter hire in 
the possession of the escrow arent covering Saperiod subsequent 
to July 31, 1956, shall be paid to the Shipowner, Subsequent 
to July 31, 1956, or the date of the termination of said operating 
stipulations and agreement, whichever occurs later, and provided 
that the Contractors! obligation hereunder has been reduced to 
Four Million Dollars (‘l,000,000), and subject to Article III, 
paragraph (a), the corporate owmers may operate the Ships 
without restriction or Government supervision of any kind 
whatsoever, other than that generally applicable by law and 
regulation, or required by other ayreements,. 

(b) The charter hire from the Ships covered by 
private mortgages, namely, the six Ships of United States 
Petroleum Carriers, Cites the WILLIAM A. MN. BURDEN, OLYMPIC’ 
GAMES, FEDERAL and REPUBLIC (hereinafter called the "privately 
morttaged Ships"), shall continue to be paid to the Shoreside 
Custodians and the Fiscal Asents for such Ships under the 
applicable operating stipulations anc operating agreements, 


?— 
until the termination thereof, under Article V, paragraph (f). 


Said Shoreside Custodians and Fiscal Agents shall disburse said 
funds, as follows: 

(4) First, for payment of operating expenses, 
as hereinafter defined, for privately mortgaged Ships, 
incurred since June 1, 1955, and also as may be required 
to vay for operating expenses on the Government-mortgaged 
Ships after first utilizing funds available for such 
purpose under paragraph (a) of this Article; 

(ii) Second, such aimount as may be necessary to 
complete the payments provided for in paragraph (a), 

4 
subdivisions (ii), (iii) and (iv) of this Article, 
after first utilizing funds available for such 
purposes under said paragraph (a); 
(iii) Third, the mortgage vayments of principal 

and interest on the Maritime mortgares covering the 
Ships of Victory Carriers, Inc. shall be paid when due, 

(iv) Fourth, overhead for each of the privately 
mortgaged Ships, accruing from the agreement date, 
shall be paid to the respective Shipowners, at the 
seme rates provided in paragraph (a)(iiti) of this 
Article, the first payment to be made on February 1, 
1956; . 

(v) Fifth, payment of past and currently due 


installments of principal and interest on said private 
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mortgages, on condition that the holders of said 

private mort; ages agree to repay to the respective 

Shoreside Custodians and Fiscal Agents all such 

amounts received by them, pursuant to this subpara- 

eraph, if the Domestic Corporations shall fail to 

satisfy the Department of Justice as to tneir citizen- 

ship, as provided in Article IV hereof; and 

(vi) The net balance shall be held by said Shore- 

Side Custodians and Fiscal Apents for the orivately 

mortgaged Ships, until termination of the operating 

Stipulations and agreements, and shall then be paid 

to the Domestic Corporations, 

(c). The term "operating expenses", as used in this 
Article, shall include all the expenses of the Ships incurred in 
operation (whether or not in ballast), and during periods of off-hire 
and lay-up and shall include, without limiting the generality of the 
foregoing, repairs, reactivation and towage expense, fees of ship 
agents in ports other than New York, premiums for insurance and 
surety bonds, reasonable compensation for said escrow agent, out- 
Side brokerage commissions in obtainimn, charters, and all other 
expenses of operation, maintenance, custody and upkeep and 
repair; provided, however, that future repairs costing Twenty- 
five Thousand Dollars (25,000) in excess of insurance recover- 


able with respect thereto shall require the prior approval of 
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the Government, which approval shall not be unreasonably with- 
held, If repairs shall have been paid as an operating expense 
and the damage which made such repairs necessary has been com- 
pensated for by insurance, tnen such insurance proceeds shall 
be paid to the applicable Shoreside Custodian or Fiscal Agent, 
_ or to said escrow agent, as tiie case may be. The operating 
expenses shall be those accruing from June 1, 1955, to July 31, 
1956. 11 items of expense which the Shoreside Custodians and 
Fiscal Agents are authorized to pay as onerating expenses 
under the applicable operating stipulations and operating agree- 
ments shall also be deemed to be onerating expenses for the 
purposes of this agreement, whether or not otherwise included 
within foregoing provisions, | 

(d) The operating stipulations for seized Ships and 
the operating agreements as to unseized ships shall be deemed 
amended to give effect to the »rovisions of this Article, 

(e) With respect to the unpaid balance payable commencing 
July 31, 1957, as provided in Article I, paragraph (d), security 
satisfactory to the Government shall be furnished by July 31, 
1956. The Government shall accept as satisfactory security 
for all purposes of this agreement, including, but without 
limitation, the provisions of Article V, paragraph (a), and 
Article IX, payment of One ifillion Dollars (41,000,000) on 


July 31, 1956, in addition to the payments required by Article I, 
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paragraph (c), and an agreement by the Contractors to furnish 
on July 31, 1957, satisfactory security for the remaining balance 
due subsequent to said date, Said additional One Million Dollars 
($1,000,000) shall constitute a further payment on account of 
said Seven Million Dollars ($7,000,000), and shall be applied 
in reduction thereof, Following any such payment of an adcdi- 
tional One Million Dollars ({1,000,000) on July 31, 1956, the 
remaining unpaid bclance of said Seven Ifillion Dollars (‘:7,000,000) 
shall then be payable in three equal annual installments on 
July 31, 1957, July 31, 1958, and July 31, 1959, respectively, 
and the security to be furnished on July 31, 1957, as aforesaid, 
shall secure the 1958 and the 1959 annual installments, 

(f) «On payment of the balance of ~ Seven Million 
Dollars (‘'7,000,000) all security given in respect of said 
unpaid balance and not applied in reduction of said sum shall 


forthwith be returned by the Government, 


IIT 
The Contractors —e agree: 
(a) If security satisfactory to the Government is 
not furnished by July 31, 1956, as provided in Article II, para- 
graph (c), title to the Ships shall be transferred to the Govern- 
ment as of July 31, 1956. If the security described in the 
a 


second sentence of Article II, paragraph (2), is furnished on 


July 31, 1956, and satisfactory security is not furnished by 
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July 31, 1957, then title to the Ships shall be transferred to 
the Government as of said date, 

(bo) The Ships transferred to the Government as of 
July 31, 1956, or July 31, 1957, as aforesaid, or under Article 
IV (b)(i) and (ii) hereof, shall, if operating at the date of 
transfer, be transferred in good operating condition, . ordinary 
wear and tear excepted, Any:-Ship not operating at the date of 
transfer shall be returned in a condition comparable to its 
present condition, ordinary wear and tear excepted, The Ships 
shall be transferred free and clear of all liens, except 
presently existing mortgage liens as reduced by current payments, 
whether held by the Maritime Administration or by any of the 
private mortgagees named in Appendix E, The Ships shall include 
— furniture, furnishings, tackle, apparel, equipment, and 
other appurtenances, including, but not limited to, consumable 
stores, and spare parts, aboard at the time of transfer, and 
the Shipowner agrees not to remove any of the foregoing items 
in anticipation of the transfer. Effective on the transfer 
of title to the Ships to the Government, except with respect 
to past due and unpaid installments of principal and interest, 
the Government will release and cancel all indebtedness which 
may then be due to the Government which is secured by the 
Maritime mortgages on any of the Ships so transferred, and 


the Government will thereupon release and cancel all Govern- 
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ment mortgages upon the Ships, together with all notes and 

any other indebtedness for which such mortgages may constitute 
security, and shall also deliver to the applicable Contractors 
such instruments as may be necessary or desirable to evidence 
such release and cancellation, it being agreed that subsequent 
to such transfer of title the applicable Contractors shall not 
be required to make any payments, otiler than past due install- 
ments ‘of principal and interest, on account of said mortgage 
indebtedness or mortgages, 

(c) If title to the Ships shall be transferred to 
the Government, as provided in paragraph (a) of this Article, 
then all payments made prior to the date of transfer shall be 
retained by the Government, If, at the time of the transfer 
of the Ships, as provided in paragraph (a) of this Article, 
or within three months after said time of transfer, the unpaid 
balance of said Seven Million Dollars (‘:7,000,000), has been 
reduced to Three Million Dollars (%3,000,000) or less, such 
payments, together with said transfer of Ships, shall be 
received and accepted by the Government as an alternative basis 
for the settlement and compromise of all litigation and all 
claims by the Government against the Contractors which are 
tne subject of this agreement, In such ese the Government 
will release and discharge the Contractors of and from any and 


all liability with respect to said litigation and claims and 
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with respect to the Contractors! obligations under this agree- 
ment, as fully and completely, and with the same force and effect, 
as though said Seven Million Dollars ('37,000,000) had been paid 
in cash, 

If said unpaid balance has not been reduced to Three 
Million Dollars (3,000,000) or less, as aforesaid, said trans- 
fer of Ships shall not affect the oblirsation to pay er unpaid 
balance, except that the liability for the unpaid balance of 
said obligation shall be reduced by Three Itillion Dollars 
(3,000,000) and the remaining balance shall become immediately 
due and payable, 

(d) Each Ship listed in Appendix B shall be fully 
covered by all customary forms of insurance, If any Ship is 
lost, the interest of the Shipowner in the insurance proceeds 
will be substituted for the Ship for the purposes of paragraph 
(a) of this Article, 

(e) Simultaneously with the execution of this agree- 
ment, bills of sale, conveyances and instruments of transfer 
for each Ship listed in Appendix B shall be placed in escrow 
with an escrow agent acceptable to the parties hereto to 
secure to the Government the possible surrender of the Ships 
under paragraph (a) of this Article, and under Article IV (b)(ii). 
In addition, the registered owmer of each Ship hereby irrevocably 


appoints the Attorney General, or his designee, as its true and 
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lawful attorney to execute any further instruments of assignment 
and transfer which may be necessary to make the provisions of 

and Orta TV 6b) 4) 
said paragraph (a)jeffective, and such registered owner shall 
on request of the Government execute and deliver to it such 
additional instruments of transfer as may be necessary 80 Dat Be tl/ 
accomplish the transfers provided for in said paragraph (ays _ 
The foregoing deposit in’ escrow of bills of sale, Sie 
and other instruments is for the purpose of security only, 
and until a transfer shall actually have been made under para- 

PY plitude Tet (bila) 

graph (a) of this Articles the present registered owner of each 
Ship shall be deemed ees the registered owner thereof for all 
purposes whatsoever, including, without limiting the generality 
of the foregoing, for the purpose of taking such oaths as may 
be required in connection with the registry and enrollment 
of said Ship, If, after compliance with Article IV (a) hereof, 
the Contractors shall furnish the Government with satisfactory 
security on either July 31, 1956 (other than said security 
involving the payment of an adcitional One Million Dollars 
({1,000,000)), or July 31, 1957, as above provided, then 
simultaneously with the furnishing of such security, all bills 
of sale, conveyances and any other instruments so deposited in 
escrow shall be returned to the respective parties who executed 
them, said appointment of an attorney-in-fact shall forthwith 
be revoked, and said escrow arrangement shall be fully terminated 


for all purposes, 


IV 

(a) The Contractors agree to cause to be made by 
May 1, 1956, tty Has Government agrees to an extension of 
this date, changes in the management, control and stockholders 
of the Domestic Cornorations to satisfy the Department of 
Justice that they are citizen corporations within the meaning 
of the shipping laws and registry statutes, The Government 
hereby stipulates that on completion of such changes and after 
the approval of the Department of Justice, each of the Domestic 
Corporations shall be deemed to be ‘a citizen of the United 
States within the meaning of the shipping laws and yovistes 
statutes, 

(b) If the Contractors, by said date as it may be 
extended, shall fail to satisfy the Department of Justice 
that the Domestic Corporations are citizen corporations, as 
aforesaid, then, at the election of the Department of Justice, 
the following shall take place: 

(i) The Contractors hereby consent to the entry 
of decrees of forfeiture in each pending libel pro- 
ceeding affecting a seized Ship, subject to the private 
mortgages, which shall be iia saeesptintet provided, 
however, that the Department of Justice will permit 
continued operation of the Ships undér tie applicable 
operating stipulations to enable full discharge of 


charter obligations then in effect, 
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(ii) The Government shall take transfer of title 
to all wnseized Ships, subject to the private mortgages, 
which shall be fully recognized; provided, however, 
that the Department of Justice will permit continued 
operation of the Ships under the applicable operating 
agreements, to enable full discharge of charter — 
obligations then in effect, 

(iii) All sums on deposit with the Shoreside 
Custodians for seized Ships and tiie Fiscal Agents 
for unseized Ships, and all fumds thereafter received 
by them from continued operation of the Ships, including 
all accrued but unpaid charter hire, after making all 
payments required by the operating stipulations and 
operating, agreements, and after paying all expenses 
of returning the vessels to United States ports, 
shall be paid to the Government and applied in 
reduction of the unpaid balance of said Seven Million 
Dollars ({'7,000,000), which shall become immediately 
due and payable, / 

(iv) The forfeiture of seized Shins and the 
transfer of title to the Government of unseized Ships, 
after their return to United States ports, shall be 
the equivalent of a payment of Three [lillion Dollars 
(3,900,000) against the unpaid balance of said Seven 


Million Dollars (7,000,000). 
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(v) The Contractors shall remain liable for the 
unpaid balance of said Seven Million Dollars (,7,000, 000) 
after applying all amounts paid under this agreement, 
and the amounts received under subparagraphs (iii) and 
(iv) hereof. Payment of said unpaid balance, together 
with the forfeiture of all seized Ships and the trans- 
fer of title to all unseized Ships, shall be received 
and accepted by the Government as an alternative 
basis for the settlement an’ compromise of all 
litigation and all claims by the Government against 
the Contractors which are the subject of this agree-— 
ment. Upon such payment, forfeiture and transfer, 
the Government will release anc discharge the Con- 
tractors of and from any and all liability with 
respect to said litigation and claims and with respect to 
the Contractors! obligations under this agreement, all 
as fully and completely, amd with the same force 
and effect, as though Said Seven Million Dollars 
(7,000,000) had been paid $5 cash, and will also 
discharge anc release all mortgaged indebtedness 
on Ships covered by the Maritime mortgages, except 
with resvect to past due and unpaid installments of 
principal and interest, and the provisions of Article V, 
paragraph P), with respect to the recognition of the 


private mortgages, and those provisions of Article IX 
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with respect to the release which relate to the 

private mortgagees, shall then apply, even though 

the Department of Justice may not be satisfied with 

the citizenship of the Domestic Corporations, All 

provisions of this agreement, for the benefit of 

the Contractors, and their agents and representatives, 

and for the private mortgagees, including, without 

limiting the generality of the foregoing, the provi- 

sions of Article IX, which apply on payment of said 

Seven Million Dollars (7,000,000) in cash, shall 

have equal application to the alternative basis of 

settlement and compromise herein provided for, 

(vi) All sums remaining with said Shoreside 

Custodians and Fiscal Agents, after payment of 

said Seven Million Dollars ({:7,000,000) (including ' 

said Three Million Dollars ($3,000,000) credit 

for the Ships) shall be paid to the Domestic Corpora- 

tions. 

V 

Upon apvroval of the Department of Justice of the 
citizenship of the Domestic Corporations, as provided in 
Article IV of this agreement, and in reliance upon the respec- 


tive warranties, representations and promises made herein: 


(a) The Government stipulates and consents that the 
cases now pending between the Government and the Contractors or 
any of them, set forth in Anpendix C, paragraphs 1 and 2, will 
forthwith be terminated and dismissed, without costs to either 
party, and that appropriate orders may forthwith be entered 
in the various courts in which such cases are pending to accom- 
plish the foregoing. Such dismissal shall be deemed to be 
with prejudice upon the occurrence of any one of the following 
events: 

(i) The payment of said Seven lillion Dollars 

7,000,000) $ | 

(ii) The furnishing of adcitional security satis- 
factory to the Government in its sole and final judg- 
ment on either July 31, 1956 (other than said security 
involving the payment of an adcitional One Million 

Dollars (*1,000,000)), or on July 31, 1957, in | 

accordance with Article II, paragraph (e); or 

(iii) The transfer of the Ships to the Government, 
notwithstanding any possible disputes as to the condi- 
tion of the Ships or their equipment, and the reduc- 
tion of the unpaid balance ot seca Seven ifillion 

Dollars (57,000,000) to Three Million Dollars 

(3,000,000), in accordance with Article III, para- 


graph (c). 
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The counterclaim asserted by the Government based 
on alleged defaults under Maritime mortgages, set forth in 
Appendix C, paragraph 3, shall be dismissed, with prejudice, 
when the past unpaid installments of principal and interest 
on the Maritime mortgages have been actually received by the 
Government, and a separate stipulation shall be entered into 
to effect such dismissal, 

(b) The Government agrees not to commence forfeiture 
proceedings against any vessel now owned or formerly owned by 
any of the Domestic Corvorations, based on any contention that 
the Domestic Corporations, or any of them, do not now, or 
did not at any time prior hereto, qualify as citizens under the 
shipping laws or registry statutes, or based on any claimed 
misrepresentations in applications to purchase such vessel, 

(c) The Government agrees to take all appropriate 
steps to have all seized Ships of the Domestic Corporations 
released from court custody and to have possession of such 
Ships returned to the respective registered owners thereof, 

The registered ovmers of said Ships shall © deemed and 
recognized by the Govérnment to be the true and lawful owners 
thereof for all purposes whatsoever, 

(d) Attachments obtained by the Government in connec- 
tion with pending litigation shali forthwith be released, 

(e) The Government consents to the termination of all 
yperating stipulations and operating agreements covering the Ships 


isted in Appendix B, 
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(f) The Government agrees that it will not contest, 
and it hereby veives all right.to contest, the preferred status 
of any existins mortegagesheld by private parties affecting any 
of the Ships set forth in Appendix B, including, without limiting 
the generality of the foregoing, the private mortgages covering 
the ARICKAREE, BATTLE ROCK, CAMP NAMANU, FORT BRIDGER, LAKE 
GEORGE, STONY POINT, OLYMPIC GAMES, WILLIAM A, M. BURDEN, the 
FEDERAL and the RsPUBLIC, which private mortgages are more 
fully described in Appendix E, When the provisions of this 
paragraph have become effective, such provisions shall remain 
effective, notwithstanding any present or future breach or 
default in this agreement, and such provisions are expressly 
for the benefit of said mortgagees, 

(g) The Government waives and releases all claim 
to the net proceeds of the sale of the CAMAS MEADOWS deposited 
in escrow pursuant to the agreement of May 6, 1955, above referred 
to, and shall issue such instructions to the escrow agent as 


may be necessary or desirable to accomplish the foregoing. 


VI 
United States Petroleum Carriers, Inc., Victory Carriers, 
Inc., and Viestern Tankers, Inc,, each stipulates anc consents that 
the actions brought by each of them against the Government in the 
Court of Claims, as set forth in Appendix C Kenete, will forthwith 


be terminated and dismissed, with prejudice, and without costs to 
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either party, and tnat appropriate orders may forthwith be 
entered’ in the Court of Claims to accomplish the foregoing. The 
parties hereto agree to enter into such separate stipulations in 
each of said cases as may be -vecessary or desirable to effect 
such dismissal, 
VII 

No payment by the Domestic Corporations hereunder 

shall be deemed to constitute a violation of any of tne regula- 


tions of the aritime Administration, or a breach of any of the 


provisions of any “laritime mortgage, or an act of cefault there- 


/ 
\ 


uncer. Shs 
VIII 

Subject to approval by tie Devartment of Justice under 
Article IV of the citizenship of the Domestic tomerehions and 
subject to the provisions of applicable mortgages and this agree- 
_—s all proceeds of any insurance policies of any nature that- 
soever affecting anv of the Ships, wnether based on claims 
accruing prior to seizure of the Ships by the Government or 
subsequent to seizure, shall belong to and be naid to the 
registered oimer of the Ship, anc the Special United States 
Deputy liarshals under operating stipulations and the Court 
shall be eliminated from all insurance Soligies, he Govern- 
ment agrees that all necessary documents, instructions and 
endorsements will be given b; it, as may be required in order 


to pive effect to the foregoing vrovisions, 
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Effective upon approval by the Department of Justice 
under Article IV of the citizenship of the Domestic Corporations 
and the occurrence of any one of the following events; namely, 

(i) The payment of said Seven Million Dollars 
(57,000, 000); 
(ii) The furnishing of satisfactory security 

on July 31, 1956 (other than said security involving 

the payment of an accitional One Million Dollars 

($1,000,000)), or on July 31, 1957, in accordance 

with Article II, paragraph (e); or 

(iii) The Sranatier of the Ships to the Government, 

notwitustanding any possible Ateubes as to the condi- 

tion of the Ships or their equipment, and the reduction 

of the unpaid balance of said Seven Million Dollars 

(7,000,000) to Three Million Dollars (/3,000,000) 

in accordance with Sertiblip III, paragraph (c), 
the Government — releases and forever discharges Robert L, . 
Berenson, Aristoteles S, Onassis, United States Petroleum Carriers, 
Inc., Victory Carriers, Inc., Western Tankers, Inc., Trafalgar 
Steamship Corporation, Constantine Konialidis, Nicholas Konialidis, 
Merope Onassis Konialidis, Sociedad Maritima Miraflores Limitada, 
Sociedad Industrial Maritima Financiera Ariona Panama, S,A., 
Petroleum Carriers of Panama, Inc., and Transatlantica Financiera 


Inecustrial, S,A., and each of them, and the past and present 


wi BT me 


affiliates and subsidiaries, officers, directors and stockholders, 
representatives, employees, servants, agents, and attorneys of 
the Contractors, or any of them, jointly and severally, and 
any and all individuals, corporations or other persons at any 
time directly or indirectly related to, connected with, associated 
with, or controlled by, any of the Contractors (whether or not 
the Government has heretofore asserted any claims against any 
of them), jointly and severally, and the Ships, of and from the 
following claims, and no others: All civil claims of the 
Government, including forfeiture claims against the Ships, in 
connection with or arising out of the acquisition, ownership, 
sale, mortgage, charter, delivery, transfer, documentation, 
registry, or any claimed unlawful operation of the Ships, 

and the Government's claim with respect to the earnings and 
profits allegedly derived from the operation of any of the 
Ships, or from the Government's claim for the recovery from 
and the tracing of any such profits to any person, firm or 
corporation whatsoever, or to recover any propert:; owned by 
any person, firm or corporation as to which the Government may 
claim or assert that such profits, or any part thereof, may be 
directly or indirectly traced, to the extent that such civil 
claims are or may be based wholly or in part on any alleged 
misrepresentations made by anyone as to the citizenship of 

the Domestic Corporations, or any of them, or the alleged 


i 


failure of said corporations, or any of them, at any time to 
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meet the citizenship requirements of the Shipping Act, or of 
the registry hotibeis or on the alleged existence of any alien 
interest in or with respect to any of the Ships or in or with 
respect to any of said corporations or on any alleged misrepre- 
sentations of any nature whatsoever contained in any applications 
for the purchase of any of the Ships, it being the intention 
of the parties to this agreement that this compromise and settle- 
ment shall, among other things, put at rest finally and for all 
purposes whatsoever, and regardless of how such issue may arise, 
all claims = the Government may have or at any time desire 
to assert, against any person, firm or corporation whatsoever, 
whether or not covered by the above provisions of this Article, 
based on a contention that United States Petroleum Carriers, 
Inc,, Victory Carriers, Inc., Western Tankers, Inc., American 
Marine Corporation or Trafalgar Steamship Corporation do not 
now, or did not at any time prior to the date hereof, fully 
qualify, for the purpose of engaging in the coastwise trade, 
or for any other purpose, as citizen corporations within the 
meaning of the Shipping Act or on any alleged violations of the 
registry statutes, Customs laws, or Customs regulations, based 
on any contention that any of the Domestic Corporations did not 
qualify as citizens of the United States under the Shipping laws 
or registry statutes, 

The word "Ships", as used in this Article, shall 


include all the Ships listed in Appendix B, the OLYMPIC CHALLENGER, 
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and any other vessels which may at any time have been owned or 
operated by the Domestic Corporations, or any of them, 

| Anything hereinabove contained to the contrary notwith- 
standing, the provisions of this Article shall apply to the 
holders of the mortgages described in Appendix E, as soon as 
the provisions of Article V, paragraph (f), shall have become 
effective, and such provisions of this Article, in so far as 
they apply to the holders of said mortgages, shall remain 
effective, notwithstanding any present or future breach or 
default in this agreement and such provisions are expressly for 
the benefit of said mortgagees, 

(a) The parties ces agree to perform and to permit 
and facilitate the performance of all acts necessary to the 
effectuetion of this agreement, including the execution and 
delivery of such further instruments as may be necessary or 
proper. 

(b) This agreement shall be binding upon and inure 
to the benefit of the named parties hereto, and the successors 
and assigns of each of the Contractors, and all agencies and 


instrumentalities of the Government, 


XI 
Solely and strictly for the enforcement of any rights, 
liabilities and remedies under this agreement, and for no other 


purpose, each of the alien Contractors, individuals and corporations 
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hereby expressly and irrevocably consent to the jurisdiction 

and venue of the United States District Court for the Southern 
District of New York, and for such purpose only, each of said 
alien Contractors expressly and irrevocably appoints each officer 
of the Domestic Corporations as attorney-in-fact to accept 
service of process in any suit or proceeding against any of 

the Contractors arising out of or based upon this agreement, 

In addition, if none of the events described in Article V, 
paragraph (a), shall occur, A. S, Onassis hereby expressly 

and irrevocably consents to the jurisdiction and venue of the 
United States District Court for the Southern District of New 
York for the purpose of the reinstitution of any civil action 

by the United States now pending against him in said jurisdic- 
tion and hereby expressly and irrevocably appoints each officer 
of the Domestic Corporations as attorney-in-fact to accept service 
of process in such action. If such civil action is reinstituted, 
then all amounts paid to the Government under this agreement 
shall be credited against any judgment which may be obtained 

in said action, Any pleas by any of the Contractors made 

in United States v. Onassis, et al, (Criminal No. 167-53), 

in the United States District sist il the District of Columbia, 
shall have no effect whatsoever in any such civil action, and 
shall not be admissible therein, or utilized therein, for any 
purpose’ whatsoever, and shall have no effect on the stipulation 


as to citizenship made by the Government under Article IV 
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hereof, Nothing herein contained shall be construed as an admis- 
sion by any of the alien cornorate Contractors that it is doing 
business in the State of New York, or elsewhere in the United 
States, or an acmission by any of the alien individuals that 

he or she resides in New York or in the United States, or has 

an agent in New York or in the United States authorized by 


appointinent or by law to receive service of process, 


XII 

(a) The Government shall not have the right to bring 
an action against any of the Contractors for an alleged breach 
of any of the terms and conditions of this agreement, unless 
the Government shall have first sent written notice to the 
Contractor, cescribing the claimed breach and giving the 
Contractor 30 days within which to rectify such breach, 

(b) With the consent of the Government, funds may 
be deposited in court as a substitute for any Ship in the 
custody of said court and a forfeiture decree entered with 
respect to the substitute res, The payment of said forfeited 
funds to the Government shall be deemed a payment on account 
of the Seven Ifillion Dollars (:.7,000,000) required to be paid 


hereunder, 


IN WITNESS WHEREOF, the parties hereto have’ caused 


this agreement to be executed the day and year first above 


stated, 


UNITED STATES OF AMERICA 


By 
WARRED Bie BURGER 


Assistant Attorney General 
for the Attorney General 


THE CONTRACTORS : 


ARISTOTELES S. ONASSIS 
By 
Bdward Je Ross, Attorney-in-Fact 


UNITED STATES PTROLEUII CARRIERS, INC. 


By 


fo) en, Attorney-in-lac 


VICTORY CARRIERS, INC. 


By ' 
Eliot Bailen, Attorney-in-Fact 


WESTERN TANKERS, INC. 


By 
, Fliot Bailen, Attorney-in-Fact 
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THAPALGAR STEAMSHIP CORPORATION 


By 






iot Bailen, Attorney-in-Fact 


CONSTANTINE KONIALIDIS 





Edward J, Ross, Attorney-in-Fact 


NICHOLAS KONTALIDIS 


BY. 





ss, Attorney-in-Fact 


ward 


MEROPE ONASSIS KONIALIDIS 


By 





J, Ross, Attorney-in-Fact 








SOCIEDAD INDUSTRIAL MARITIMA FINANCIERA 
ARIONA PANAMA, S.A. 


By 






Edward J, Ross, Attorney=-in-Fact 


SOCIEDAD MARITIMA MIRAFLORES LIMITADA 


By_ 


Sdward J. oss, Attorney-in-Fact 
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PETROLEUM CARRIERS OF PANAMA, INC, 


By 






ward J, Ross, Attorney=in-Fact 


TRANSATLANTICA FINANCIERA INDUSTRIAL, S.A. 





APPENDIX A 
THE CONTRACTORS 


Aristoteles 5S. Onassis 

United States Petroleum Carriers, Inc. 
Victory Carriers, Ince 

Western Tankers, Ince 

‘Prafeleer Steamship Corporation 
Constantine Konialidis 

Nicholas Konialidis 

hierope Onassis Konialidis 


Sociedad Industrial Maritima Financiera 
Ariona Panama, S. Ae 


Sociedad Maritima ifiraflores Limitada 
Petroleum Carriers of Panama, Inc. 


Transatlantica Financiera Industrial, S. Ae 


ase 


APPENDIX B 


Vessels of United States Petroleum Carrie ss, Inc.: 
(Tankers ) S/S LAKE GEORGE 

FORT BRIDGER 

CAMP NAMANU 

STONY PCINT 

BATTLE ROCK 

ARICKAREE 


CAMAS IEADOWS (Sold) 


Vessels of Victo 





Carriers, Inc.: 
(Victories) S/S AIES VICTCRY 

| COE VICTORY 

COEUR D'ALENE VICTCRY 
JEFLENSON CITY VICTORY 
LONGVIEW VICTCRY 

MANKATO VICTORY 


a 


NORTHWESTERN VICTORY 





(Liberties) S/S LEWIS E'ERY, JR. 


HEYWCCD BRCUN 





Vessels of Western Tankers, Inc.: 

S/S WILLIAM A. M. BURDEN 
OLYMPIC GAMES 
McKLTTRICK HILLS 


MONTHBELLO ILLS 


Vessels of Trafalgar Steamship Corporation: 





S/S REPUBLIC 


FEDERAL 


1. 


APPENDIX C 


Pending Civil Litigation 


Suit for profits and recovery of vessels of 
United States Petroleum Carriers, Inc., and 


Victory Carriers, Inc. 


Name of 


Case 


United States ve 
Onassis, et al, 


Court 


District 
District 


Court, Southern 
of New York 


Libels of information for Forfeiture- 


File 
Noe 


97-58 


(a) Vessels of United States Petroleum Carriers, Inc. 


Name of . 
Vessel 
Lake George 


Lake George 


Camp Namanu 


Court, 


District 
Delaware 


Court - 


District Court - 


Delaware 


District 


District 


Camp Namanu 
Battle Rock 
Battle Rock 
Arickaree 


Arickaree 


District 
District 


District 
District 


District 
District 


District 
District 


District 
District 


x 


Court, Southern 
of New York 


Court, Southern 
of New York 


Court, Southern 
of New York 


Court, Southern 
of New York 


Court, Southern 
of New York 


Court, Southern 
of New York 


Libel 


Noe 
1701 


1702 


177-215 


177-45 


177-216 


177-184 


177-239 


176-323 


Stony Point 


Stony Point 


Fort Bridger 


Fort Bridger 


District 
District 


District 
District 


District 
District 


District 
District 


Court, Southern 
of New York 


Court, Southern 
of New York 


Court, Southern 
of Alabama 


Court, Southern 
of New York 


(Transferred to District 
Court, Southern District 
of Alabama) 


(b) Vessels of Victory Carriers, Inc. 


Name of 

Vessel 

Northwestern Victory 
Coe Victory 
Coeur d'Alene Victory 
lfankato Victory 
Ames Victory 

Longview Victory 
Jefferson City 
Victory 


Lewis Emery, Jre 


Heywood Broun 


Court 


District 
District 
District 
District 


District 
District 


District 
District 


District 
District 


District 
District 


District 
District 


District 
District 


District 
District 


Court, Southern 
of New York 


Court, Northern 
of California 


Court, Northern 
of California 


Court, Northern 
of California 


Court, Southern 
of California 


Court, Southern 
of California 


Court, Eastern 
of Pennsylvania 


Court, Northern 
of California 


Court, Western 
of Washington 


177-248 
177-198 
2562 


176-211 


Libel 


No. 


179-65 
26585 
26613 
26626 
15772-WB 
1579h-T 
299 of 
1953 


26578 


7707 


3. 


(c) Vessels of \lestern Tankers, Inc. 


Name of Libel 
Vessel Court Noe 
McKittrick Hills District Court, Southern 


District of California 15613-BH 


(d) Vessels of Trafalgar Steamship Corporation 


Name of Libel 
Vessel Court Noe 
Republic District Court, Eastern 
District of Texas 563 


Cases in Court of Claims: 


(a) United States Petroleum Carriers, Ince ve United 
States, Noe O-o4, asserting claims as’to slotting 
and strapping, repair allowances and repair 
charges for plaintiff's vessels. 


Counterelainm ‘of United ‘States seeking forfeiture 
of plaintiff's claims and awarding the United 
States the value of the plaintiff's vessels and 
the profits derived from their operation, and pay- 
ment to the United States of certain expenditures 
and allowances as to said vessels. 


(b) Western Tankers, Inc. v. United States, No. 70-5 
making claims as to slotting and strapping, repair 
allowances and repair charges for the Montebello 
Hills and McKittrick Hills, 


Counterclaim of United States seeking recovery of 
unpaid balances of notes and mortgages covering 
said vessels. 


(c) Victory Carriers, Inc. v. United States, No. 206- 
2. ng claims to desirable features and 
repair allowances for certain vessels of 
plaintiff, 


APPENDIX D 


Mortgace Payments to be Made 
on Signing of Agreement 


Principal* Due Date of 
Name of Vessel Installment Installment 


1, By Victory Carriers, Ince: 


Heywood Broun $34,031e Febe 23, 195) 


Heywood Broun 3uy031, Febe 23, 1955 


Ze By Western Tankers, Ince? 


McKittrick Hills 77,3005. Mare 15, 195) 

McKittrick Hills 77,300. Mar. 15, 1955 

Montebello Hills 79,000. Feb, 24, 195) 

Montebello Hills 79,000, Feb. 2h, 1955 
Total "5380, 662. 


#Interest, at 3 1/2% per annum, to be computed, 


-j- 


(1) 


(2) 


(3) 


APPENDIX E 


AT *CKAREL, BATTLE PCC: , CAMP “AMATU, FONT BrIDGLR, 
LAKL GLCPGE and STONY POINT 


Preferred Ship Mortgage and Indenture, 
Dated as of September 1, 1951, from United States 
Petroleum Carriers, Incorporated, Mortgagor, to The 
First National City Bank of New York (formerly named 
The National City Bank of New York), as Trustee, 


Mhortgageee 


CLYMPIC GAMES and \ILLIAN A. it. BU: DEN 

First Preferred Fleet Mortgage, Dated 
September 12, 1951, from Western Tankers, Ince, to 
United States Petroleum Carriers, Incorporated, and 
assigned to The First National City Bank of New York 
(formerly named The National City Bank of New York), 
as Trustee, Mortgagee under Preferred Ship Mortgage and 


Indenture, dated as of September 1, 1951, 


FEDERAL and +EPUBLIC 

First Preferred Fleet ifortgage, Dated Feb- 
ruary 9, 1951, from Trafalgar Steamship Corporation to 
Ocean Trading, Inc., and assigned to The First National 
City Bank of New York (formerly named The National City 
Bank of New York) as Trustee under Indenture of Trust, 


dated as cf February 1, 1951, from Ocean Tracing, Ince 


nie 
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DEPARTMENT OF STATE 
» DIRECTOR 


SPECIAL ascunsanenctat Tau Becerneer 


1959 JUN 5 PM 2 43 <f ee fo 


TO: The Deputy Under ee ae 

, NR , sil 
THROUGH : 8/5Qyp 
FROM: R -- W. Park Armstrong, Jr. 4 


SUBJECT : ence of Saudi Arabian Oil (NIE 36.6- 





I OUT OF 
suguinood} StTt 


qn ysrid JUS 


qeu eG 4 





Reference is made to your query regarding the following sta t 
in my memorandun of May 17: ¢ 


wor ranued BN 


rn 


"Loss of Saudi oil would not be economically or mili- 
tarily_critical to the West in view of the possibilities for 
quick expansion of production elsewhere in the Middle East." 


We have reviewed Saudi Arabia's oil position in the light of free 
world requirements in the absence of an armed conflict involving the 
great powers and are of the ‘view that the conclusions reached in NIE 
36.6-56 (page 2, and pages 13-14) are valid. ‘The significance of Saudi 
oil under global wartime conditions has been analyzed in the context of 
total Middle East production by the Departments of Interior and Defense 
(o@D-12 (78)). Although Sauli Arabien crude oil reserves constitute 
abeut 20 percent of the free world's .reserves, the country's pro- 
auction (1,000,000 barrels per day (b/d) during the first quarter of 
1956) is only 7 percent of total free world output. . Refining capacity _ 
of 216,000 b/d is less than 2 percent of total free world capacity. 


9¢!1-9/£8° ¢2°Vv988 


In the event of cessation of Saudi Arabian oil operations, it is 
estimated on a conservative basis that output elsewhere in the 
East could be increased immediately by nearly 700,000 b/d and within six ) 
to twelve months by more than 1,000,000 b/d. Moreover, output from the —_ 
US Gulf of Mexico area could be expanded at once by about 800,000 b/d 
and within a year by an additional 400,000 b/d. Expansion of output 
the Middle East would probably involve no permanent price increases 
whereas those in the US Gulf area, if required, would result in some 


rise. 3 No | 


The production increases that are possible from other areas in net aN 


the Middle East, compared with recent-levels of = are as follows: ms _ 
= » 
to 
: E : 
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March 1956 
Country Production 
Iran 539 
Iraq 
Kuwait 1,175 
Kuwait-Saudi 
Arabia 
Neutral Zone 30 
Qatar 125 
Total 2,585 


The termination of Saudi oil shipments would create some immediate 





~~ 2 
Increased Output Increased Output 
Readily Available after 
Available 6-- 12 months 
(In thousands of barrels per day) 
361 461 
11 191 
275 325 
20 20 
i 13 
668 1,010 


dislocations in consuming areas. Within a relatively short period of 
time, however, supply sources could be rearranged and tankers rerouted 
without any permanent harmful effects on world oil markets. 


The Office of the Secretary of Defense and the Department of the 
Interior are in substantial agreement with the above conclusions. A 
similar memorandum has been sent to the Under Secretary. 


| 


ii «ed A Ly ‘ ei 


v4 


DEPARTMENT OF STATE 


. 
| ASSISTANT SECRETARY 
CONFIDENTIAL 
6/19/56 
S/S-RO: 


The attached Memorandum of 
Conversation is forwarded for the 
Under Secretary's approval, Please 
return to sr for distribution. 
\ 
NEA —_ < et CO on 





APPROVED aaa ert HOOVER, JR. 
JUN 2 0 1956 
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PCI a DEPARTMENT OF STATE 
- WON ass : Memorandum of Conversation | 38 ; 
= gp" gone | DATE: June 11, 1pm & =“ 
gate n't aha 


~ SUBJECT: Tapline's Talks with NE Officials and Their Immediate and Future Plang 
“ Sti . 


¢ we 
PARTICIPANTS: Mr. John Noble, President, Tapline, New York City 


Mr. James Terry Duce, Vice President, Arabian American Oil Co. 
U - Mr. Herbert Hoover, Jr. HK 2 . 


. NE - Mr. Fraser Wilkins JUN 97 1956 


Copies to: —- NEA(cc), NE(3 cc), NE/E(cc), U(cc), CQ), FSD@E, Ew, OL/C) 
Amman , Baghdad, Beirut, Cairo, anes Jidda, Tel Aviv, London 


XR] (i) ee © 
: 9G ba, 2SSH/3-2656 (IY nd! c* 
= = ———— = = a nan == —— aes O.: 
Mr. Noble, the President of Tapline, accompanied by Mr. Duce of Aramco, : 
called on the Under Secretary this morning. Mr. Noble said that he had-come back 
to the United States and was now returning with his family for residence in Beirut. NY 


He said he wanted to tell Mr. Hoover of his recent talks with Near Eastern offici # ' 
R and of Tapline's immediate and future plans. , 
4 


$3 
5 Mr. Noble said that he and his associates recently had discussions with . Fe, 
‘°° officials of Saudi Arabia, Jordan, Syria and Lebanon regarding tariff fees on Ta 4 
By way of background he mentioned that IPC had been paying lese than the equivalent 
of one million dollars to Syria, but now, following the recent agreement, was 
the equivalent of over $18 million. IFC's negotiations with Lebanon had not as yet 


been concluded. Tapline's payments of tariff fees averaged approximately one and Oi 
a quarter million dollars to each of the four countries. 0) 
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Tapline had thought it best to open discussions with the Arab states concerned 
on grounds that they themselves should decide how the 50% Arab share of Tapline's 
profits should be divided. Mr. Noble anticipated that Saudi Arabia would prefer a 
division on grounds of mileage because over 70% of Tapline's facilities were within 
its territory. He had, however, during a friendly and constructive conversation 
with the Saudi Arabian Minister of Finance, suggested that Saudi Arabia, bec 
its extensive income from production, might be agreeable to three-way divi: 
Tapline's profits between Lebanon, Syria and Jordan. The Saudi Arabian Minister 
had thought well of this suggestion and had been enthusiastic about it. . ~ 

Without mentioning the Saudi Arabian Minister, Mr. Noble had ees ms 
discussed the matter with Saeb Salaam, the Lebanon Minister of State, who 
taking the lead in representing the Northern Arab states in their conversati : 
with Saudi Arabia. Mr. Noble had suggested that Lebanon, Syria and Jordan discu 
with Saudi Arabia an equitable division of profits. Saeb Salaam had not yet 
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visited Riyadh and it remained to be seen what attitude Saudi Arabia would adopt. 
Mr. Noble had heard recent reports that Saudi Arabia might take a less liberal 
position than had previously been expected. 


Mr. Noble said that he anticipated it might be necessary for Tapline to seek 
the diplomatic support of the United States at a later date. Syria, Lebanon, Jordan 
and Saudi Arabia. might be unable to agree, among themselves, on a division of the 
Arab share of Tapline's profits. In the event it might be desirable for the U. S. 
to make its views known regarding the desirability of agreement, he hoped the Depart- 
ment would be willing to consider such support, if necessary; otherwise, Saudi Arabia, 
because of its strong position, might insist upon greater economic or possibly 
political concessions from Syria, Lebanon and Jordan than were justified. 


Mr. Noble also related Tapline plans for immediate construction and for future 
development. He said that Tapline was presently handling 15 million tons per year 
or 320,000 barrels per day. Construction was already under way to increase this 
capacity to 10,000 barrels per day. 


There would be no looping. It would be a matter of construction of additional 
pumping stations only. With respect to future devePopment, Mr. Noble said that 
Tapline hoped.to increase their capacity to 800,000 barrels per day. ‘This would 
involve an expenditure of approximately $270 million. He added that there was no 
commitment to undertake this expansion nor did they plan to make any announcements 
regarding it while negotiations were pending. He concluded that on the assumption 
that the Arabs would continue the 50-50 formula and on the assumption that there 
were no deterioration in the area, Tapline hoped to begin future expansion in 1958. 
To attain expansion by that date it would be necessary to place orders for the 

R materials by the end of 1956. He wished Mr. Hoover to know of their immediate and 
v seers plans in the event he might wish to comment. 
ole 


‘ the Near East was more uncertain and more difficult to define than it had been some 
months ago. He thought there was every reason why Tapline should delay its current 

. negotiations with the Arab states and any commitment with respect to future expan- 
sion of the line. He pointed out that several matters were pending, negotiations 
were now taking place between the U. S. and Saudi Arabia regarding the Dhahran Air- 
field, a high Russian official would shortly visit Egypt, Syria and the Eebanon, and 
there might be developments between the Soviet Union and some of the Arab states which 
would be contrary to our interests. It seemed to him that the situation in the area 
was unstable. Against this background it would be preferable to delay commitments 
for a few months or even until the end of 1956. The Under Secretary thought that it 
would be legitimate to move with care in current talks regarding tariff fees because 
of the general situation.in the area. He suggested, however, that the Tapline be 


prepared to move quickly in case events should take place which would reqire immediate 
it action. 


ol 
q4e 43 There was also some discussion of Prime Minister Nasser's interest in the Suez 
q Canal and the effect of present and future Canal capacity on the transport of oil 
from the Persian Gulf area by pipeline or around the Cape of Good Hope. 


5 
gO The Under Secretary replied that at the present time the future outlook in 
4 
i 
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@ There was also some discussion with respect to Mr. Duce's views, based on 
i eaeink reports from Saudi Arabia, that King Saud appeared to be in discussion with 
various Saudi Arabian officials and perhaps others regarding internal affairs in 
Saudi Arabia. Mr. Duce said that he was unaware of the subject of these discussions 
and wished he could question King Saud. He was convinced, however, that matters of 
moment were the subject of these talks. Mr. Duce also mentioned that there were 
reports that Time planned a revealing article regarding King Saud and Saudi Arabia. 
Mr. Hoover said that he had talked with Mr. Luce and that we had explained the 
importance of Saudi Arabia in the area and the special relationship which existed 
between the United States and Saudi Arabia. 
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FROM: Baghdad 7:02 a.m.c Je 
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RMR TO: Secretary of State of" € x 
a 
G NO; 28, July 6, 8 a.m, - = 
EUR = 8 
: SENT DEPARTMENT 28; REPEATED INFORMATION LONDON 6, JTRPA ae ¢ 
JOP DHAHRAN 1. ‘ 
OLI For past 3 days Baghdad Arabic language daily YAEDHA has front 
OCB paged series of vicious editorials against ARAMCO. They written 
USIA by owner-edttor Salman Safwani and addressed to King Saud. o 
a Safwanit charges Jews included among ARAMCO stockholders and even 
ARMY in its administrative establishment. ARAMCO, he continues, > 
NAVY pursuing "devilish policy" in Saudi Arabia, scope and purpose ° 
AIR of which not (repeat not) yet fully realized by SAG. Policy is N 
Nic carried out in successive stages, (A) first giving appearance Ol 
of respecting local customs and traditions in order gain Ol 
DCL popularity, tp) then winning over Saudi of fficials in manner On 
ICA ‘which pe Met firms know very well how to do", and (C) con- Se 
trolling country by.playing SAG off against Saudi people. “ 
Realizing that its Saudi laborers will soon demand similar t 
wage and accommodation treatment to that given foreign workers, 0) 
ARAMCO arranged intelligence service with units labor force to Ol 
fabricate charges against dissident laborers, promote general 0) 
dissatisfaction among labor force and sometimes even instigate 
laborers to strike. ARAMCO agents outside of Saudi Arabla 
printing, Comnunist-tainted pamphlets for distribution in Saudi 
Arabia in order provoke SAG take action against those laborers 
in whose possession they may be found. Whole purpose is frightm 
SAG of labor movement and thus be able control both SAG and 
laborers. © 
We understand more will follow tomorrow. = 
Comment: Saf'wani's purpose in suddenly making these attacks © 
not (repeat not) clear to us. He is ardent Arab nationalist, as 
who has long been bitter over US Palestine policy and has 
occasionally played us on that score. For a time, too, he was 
Known be in Egyptian pay. Hope submit soonest further infpr- ro 
mation re these attacks. “ S a 
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NEA“ FROM: Baghdad 6:39 p.m. 
Info 
RMR TO: Secretary of State ’ 
33 NO: 34, July 7, 11 a.m. : 
: b 
SP SENT DEPARTMENT 34, REPEATED INFORMATION LONDON 7, JIDDA 3, 
C DHAHRAN 2. 
EUR 
E Fourth Safwani attack against ARAMCO appeared in yesterday's 
-_ YAQDHA (EMBTEL 28 dated July 5, 1956). 
OLI Editorial charges ARAMCO | obtains lands at low rentals by 
deliberately misleading "simple-minded landowners" that it will 
OCB hand property plus installations built on it back to them when 
USTA it leaves. In actual fact Safwani continues ARAMCO has never 
CIA compensated anyone. If it "smells oil" on particular lands it 
OSD will do everything in its power seize ownership of that land. 
cae To hope for compensation from ARAMCO is wishful thinking. 
AIR , 
NIC Comment: 
C Consensus here is that Safwani is writing present spate of 
aor attacks because certain lands which he reportedly owns in or 
q near Dammam were expropriated for ARAMCO use some years ago. 
Safwani understood have been contesting compensation offered 
him as inadequate - -thus far unsuccessfully. If true articles 
may represent Safwani's personal pique or be effort force ARAMCO 
settle on his terns by threatening further. unfavorable paphictey 
of tis sort. 
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Rec'd: JULY 11,1 


Cu 
TO: Secretary of State “ples 
NO: 50, JULY 11, MIDNIGHT 

Ps 


laced 
~ 
SENT DEPARTMENT 50 REPEATED INFORMATION LONDON 12, JIDDA 6,55 
DHAHRAN 4 a 


TWO MOR SAFWANI ATTACKS AGAINST ARAMCO APPEARED IN BAGHDAD 
DAILY YAQDHA ON JULY 8 AND 9. 


1-2 /eogz‘voEE 


Fioosf ACCUSED ARAMCO OF SMUGGLING ARAB ANTIQUITIES FOUND BYIT ~. 
Our OF SAUDI ARABIA FOR US MUSEUMS. ARTICLE CONTINUED THAT ARAM) 
HAS TWO AIMS, FIRST OF WHICH IS EXTRACT OIL. LATTER, HOWEVER, 0) 
iS IMPORTANT TO OVERALL US MILITARY STRA EGY, WHICH IS REPRESENTED 
BY DAL. SAFWAN| SAID THAT WHENEVER SAG DEMANDS HIGH PRICE FOR 

REiWIWAL DAL AGREEMENT, US BE-:.°5 LOOK AROUND ALTERNATIVE AIR BASES 
It) QU'AR OR BAHRAIN. ALTHOUGH ADMITTING ARAMCO'S CONTRIBUTIONS 

TO PUBLIC EDUCATION AND PUBLIC HEALTH IN EASTERN PROVINCE, SECOND 





ARTICLE CHARGES THIS INTERESTS DOS NOT CC” .NOTFE ANY REAL HUMANITARIAN 


SYMPATHY AS EVIDENCED BY US PARTICIPATIOw IN DISPLACEMENT MILLION 
ARABS FROM PALESTINE. SAFWAN! INSISTS THERE 1S CONNIVANCE BETWUIN 


ARAMCO AND LOCAL OFFICIALS TO KEEP TRUE STATE OF AFFAIRS IN EASTERN- 
PROVINCE FROM KING AND IBN JALUW!I IT 1S NECESSARY, THEREFORE, TI!A 


GOVERNMENTAL MACHINERY OF EASTERN PROVINCE BE GVERHAULED IN ORDER 
PROTECT SAUDI PEOPLE FROM ARAMCO'S SELF ISH POLICY. SAFWAN! CONCL 
BY EXPRESSING- HOPE KING SAUD AND IBN JALUWI TAKE STEPS CORRECT 

S| TUATION. 





SINCE THEN NO FURTHER ARTICLES HAVE APPEARED. WE LEARN THAT SAFW 
PROPERTY IN SAUD! ARABIA REPORTED IN EMBTEL 34, JULY 7. WAS ACTUA 
SOLD VOLUNTARILY BY HIS BROTHERS WHILE HE HIMSELF WAS IMP bSoc 

DURING WORLD WAR I1. HE HAS EVER SINCE BEEN SEEKING OBTAIN GREAT 


COMPENSATION BUT UNSUCCESSFULLY. HAVE NO EVIDENCE), HAT SAFWANI'S 
ATTACKS ON ARAMCO, AND BY | {FERENCE Sa, HAVE M&DERANY GREAT 
IMPRESSIO! HERE. > ty 
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Memorandum of Conversation 
DATE: sin ag 1956 
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SUBJECT: ARAM CO's Interest in UK-Seudi Talks 1 + 
y 
~fr. Harold Iiinor, ARALICO 
PARTICIPANTS: 


David D. Newsom, 1h . 
; ee ec ce e ee 
COPIES TO: WA, WE, RNA, OLI(2 » Baghdad, FiSaa, London 


Gg _ 

















lir. l1Hnor asked whether the Department had any new information on the 
talks between Azzam Pasha and Mr. Lloyd. Mr. Newsom said that the Foreign 
Office was apparently not optimistic but that no final report had been 
received on the talks which had taken place. 


| 
ST 
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Mr. Minor seid Mr. Kopper was in London and would be reporting on the 
talks. He said that Mr. Kopper hoped to be able to attend the dinner betwee 
Lloyd and Azzam. Mr. Newsom raised the question as to whether the presence 
of an ARAMCO man at the dinner might not raise certain problems in view of 
the feeling of some of the British officials towards ARAMCO. Mr. Minor said 


that they were aware of this problem and that, of course, Mr. Kopper would 
not attempt to enter the conversations. 


9SZ1 


o Mr. Newsom spoke to Mr. Minor about the series of attacks on ARANCO 
WW ob reported by Baghdad in the Barhdad newspaper Yaqdha. lIir. Itinor said that he 
~ had broucsht these to the attention of the field end that AtN.CO would take 
vile action if action seemed to be required. 


CH 
lir. Newsom told Mr. Minor talks on the Dhahran Airfield would be resumgay 7 
shortly and the United States would make an effort to get Saudi Arabia to Prod GS 
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SoRIESt: SAG Note on Customs Regulations re Shipments of Oil from the Is 
WH 


Eastern Provinces bo 


- . - 
The Saudi Arabian Ministry of Foreign Affairs presented the Embassy a notey +4 

under date of May 22, 1956 dealing with procedures to be followed by tankers E 
exporting oil for the United States Army and Navy from the Eastern Province, 
The note pointed out that in some cases there is a failure to comply with the 
provision of Article 2)2 of the Saudi Customs Regulations. Accordingly, it 
requested the Embassy to inform the appropriate American authorities that two 00 
‘requirements should be complied with: 1) that ships transporting oil, or ae! 
their agents, should indicate to the Saudi Customs authorities the destination 0) 
of each ship's cargo before its departure from Ras Tarmra; and 2) that the ships > 
should have landing certificates, furnished by the Saudi Customs authorities, 
certified by the Government of the ship's destination, and should return the 
certificates, so certified, to the Ras Tamra Custans authorities. The note 
indicated that the purpose of these requirements was to prevent the shipment 
of oil to “undesirable destinations," 


The Embassy has explored the matter with the Consulate General, Dhahran, 
and on the basis of recommendations made by Consul Wahl in a letter of July 5, 
which sets forth the background of the Navy's difficulties with the Saudi 
Customs authorities, has advised Admiral Quinn, COMIDEASTFOR, by letter of 
July 12, of the need for dealing with the matter, (A copy of this letter is 
amnexed as Enclosure No. 1. Appended to it is an office memorandum with three 
attachments, No. 1 of which is a copy of the Saudi note of May 22, and No. 3 
of which is a copy of Consul Wahl's letter of July 5). In the letter to 
Admiral agar the er called attention = ieee Wahl's oa, ag that 





COMIDEASTFOR and the Embassy, especially since certain seourity matters are 


involved, 
Enclogures: l f ; x 
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LIMITED OFFICIAL USE Encl. No.__b 
TE (Classification) — No. a * 
| American Embassy, 
ere OFFICIAL USE | Jidda, Saudi Arabia, | 


orma July 12, 1956 


My dear Admiral Quinn: 


I am forwarding herewith for your information and comment an Embassy office 
memorandum with three attachments. The memorandum and attachments soncern the 
problem of oil shipments for the U.S. Army and Navy from the Eastern Province, a 
matter which was the subject of a recent note from the Saudi Arabian Foreign 
Office to the Embassy (Attachment No. 1). The other attachments consist of an 
exchange of letters on this problem between Consul Wahl at Dhahran and Second 
Secretary. seaak at Jidda, 


Briefly, the Saudi note requests the Embassy to inform "the American ships 
or their agents" of the necessity of complying with a Saudi Arabian law which 
requires notification to the Saudi Arabian Customs authorities at Ras Tamra of 
the destination of oil shipments fran the Eastern Province, and the return to the 
Customs authorities of certified landing certificates. Apparently, the purpose 
of the law is to prevent the oil from reaching "undesirable destinations", 


Mr, Wahl in his letter of July 5 (attachment No. 3) suggests that the matter 
ought to be discussed by you with the Embassy, or by the Departments of State and 
Navy, especially since certain security matters are involved. He makes certain 
alternative suggestions for dealing with the matter. 


Your comment, either directly or by a copy if addreaged elsewhere, on how 
the problem might best be handled, and especially with refpect to Wahl's suggestions 
in the first full paragraph of page 2 of his letter, would be much appreciated 
by the Embassy. 


Sincerely yours, 


Alfred le S. Jenkins 
Counselor of Embassy 


Rear Admiral John Quinn, : 
Naval Liaison Group, 
Comideastfor, 
Dhahran, Saudi Arabia 
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| OFFICE MEMORANDUM July 1, 1956 | 


FROM: C. B. Selak, Jre 








TO: The Counselor = 


SUBJ: Saudi Customs Regulations re Notification of Destination of Oil 
Shipments and Return of Landing Certificates, 


Under date of May 22, the Saudi ArabianForeign Office addressed a note to the 
Embassy (Attachment No. 1), wherein it was pointed out that certain procedures 
followed by tankers exporting oil for the U.S. Army and Navy from the Eastern 
Province were inconsistent with the provisions of Article 22 of the Customs 
Regulations of Saudi Arabia, 


The Foreign Office requested the Embassy to inform the appropriate American 
authorities that two requirements should be complied with: 1) that ships trans= 
porting oil, or their agents, should indicate to the Saudi authorities the desti- 
nation of each ship's cargo before its departure from Ras Tamura; and 2) the ships 
should have landing certificates furnished by the Saudi Customs authorities certi- 
fied by the Government of the shipment's destination, and should return the certi- 
ficates, so certified, to the Ras Tanura Customs authorities. The note indicated 
that the purpose of these requirements was to prevent the shipment of oil to 
"undesirable destinations", 


I was asked to write Consul Wahl at Dhahran for information and comment on 
this matter, and did so by letter of June 1) (Attachment No. 2), Mre Wahl's 
reply of July 5 (Attachment No. 3) indicated that early this year COMIDEASTFOR 
decided that information on destinations could be given to the Customs authorities 
when the tanker arrived at the pier, and that accordingly the Navy has been 
supplying this information through their agents, the Kanoo Shipping Agekcy and 
Gray Mackenzie. Mr, Wahl mentioned, however, that a continuing problem, which 
was referred to in the note, was that ships! sailing orders often do not give the 
final destination of the cargo, which is frequently radioed to the tanker long 
after it has left Ras Tanura, and that chartered ships are often diverted after 
leaving the port. With respect to certification of landing certificates, Mr. 

ahl pointed out that tankers in Navy service frequently are unable to obtain and 
return to Saudi Customs such certification, For example, he said that the Navy's 
INSMAT (Inspector of Naval Material, Petroleum Products) officer at Ras Tanura 
had told him that the Pearl Harbor Customs authorities refuse to sign or stamp 

the landing certificates, and that authorities in Japan and elsewhere are sometimes 
reluctant to do 80. 


Mr, Wahl has sent copies of my letter and the attached note to INSMAT at 
Ras Tamura, to COMIDEASTFOR, and to ARAMCO, He noted that ARAMCO was interested 
in the fact that it was not mentioned in the Saudi notes since the Ras Tanura 
Customs authorities have in the past tyled to make ARAMCO responsible for obtaining 
landing certificates covering petroleum products shipped from the port. He 
suggested that the Embassy communicate directly with COMIDEASTFOR, asking for 
comments to be sent the Navy Department, with a copy to the Embassy. In this 
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' gommection he observed that certain points, some of them concerning security 
matters, could best be discussed directly between the Embassy and COMIDEASTFOR, 
or between the Departments of State and Navy in Washington. 
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| KINGDOM OF SAUDI ARABIA | 


Ministry of Foreign Affairs 
Date 12/10/1375 
22/5/1956 


The Saudi Arabian Ministry of Foreign Affairs presents its compliments to 
the American Embassy and has the honor to advise that the office of the 
Commissioner of Customs in the Eastern Province has received from the Director 
of Ras Tamra Customs a communication concerning shipping documents of oil for 
the American Army and Navy. The Company of CANOH. in Ras Tamra, the agent for 
these tankers, used to submit to the Custans, upon requesting permission for 
the exportation of oil in the name of the American Army and Navy, these shipping 
documents without indicating the name of the place to which such oil shipments 
will be destined. Under this circumstance, the Director of Ras Tanura Customs 
inquired from CANOH as to the reasons for not showing the destinationof the 
shipment of oil mauentes to be shipped in the name of the American Army and 
Navye 


The said agent stated that the Captains of these tankers loaded with this 
oil, do not know their destination and that after their departure from the 
loading port, they receive telegraphic instructions, while sailing, indicating 
their destination. The Commissioner of Customs stated that it has actually 
happened that certain quantities of oil were exported in the name of the 
American Army, then such shipments were discharged in Sapito port of Japan. 


This action is in contradiction with Article 2)2 of the Executive prospectus 
of Customs Regulations. 


To avoid any difficulties that might be raised by neglecting the local 
regulations, th» objective of which is to secure the non—shipment of oils to 
undesirable destinations, this Ministry requests the Embassy to inform the 
American ships or their agents of the necessity in mentioning the destination 
of oil shipments before the departure of the ships from Ras Tamura, and bringing 
the certificates which the Customs delivers to the ship after having them 
certified by the government to which the shipment is to be destined. 


The Ministry takes advantage of this opportunity to express its high respect. 


[_ _ 
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TAIMINFORMA * American Embassy, | 
Tete FIED Jidda, Saudi Arabia, 


Dear Mr. Wahl: 


Attached for your information and comment is a copy of a note received 
today by the Embassy from the Saudi Foreign Office. The note requests the 
Embassy to inform "American ships or their agents of the necessity of 
mentioning the destination of oil shipments before the departure of the 
ships from Ras Tanura, and bringing the certificates which the customs 
delivers to the ship: after having them certified by the government to which 
the shipment is to be destined," 


I presume this requirement, which apparently is set forth in Article 
22 of the Saudi Arabian Customs Regulations, is in connection with the 
Arab boycott of Israel. We propose to forward a copy of this note by 
despatch to the Department. Prior to doing so, however, we would appreciate 
having the benefit of your thoughts on this matter, as well as any information 
you may be able to give us thereon, so that we may furnish the Department 
useful comment in this connection. 


I do hope Itll have the pleasure of meeting you sometime. 


Sincerely yours, 


Charles Selak, dre 
Second Secretary of Embassy 


Theodore A. Wahl, Esquire, 
American Vice Consul, 
American Consulate General, 
Dhahrane 
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: To = 
| ai American Consulate General, 
OFFICIAL — INFORMAL Dhahran, Saudi Arabia, 
July 5, 1956 


Dear Mr. Saleks 


I am sorry that it has taken so long for me to reply to your letter of 
June 1. Much has been happening here and your inquiry had to be put aside 
for a time. ‘ 

Following is the background of the U.S, Navy's difficulties with the Saudi 
Customs regarding destinations of oil shipments. The information was obtained 
from the INSMAT (Inspector of Naval Material (Petroleum Products)) officer in 
Ras Tamra and ARAMCO officials. 


Some 3=l months ago the Ras Tamura Customs officials began pressing the 
agents of U.S. Navy owned and chartered tankers to state the destinations of oil 
shipments loaded at Ras Tanura and to camply with the Saudi regulation requiring 
the return of landing certificates which verify the delivery abroad of the 
petroleum products, Apparently this is not the first time that the problem has 
come upe During and immediately after the Korean War an exemption from the . 
regulations was obtained for Navy tankers on Security grounds. 


When the question wasreopened earlier this year, the INSMAT officer referred 
it to COMIDEASTFOR who decided that information on destinations could be given 
to the Customs authorities when the tanker arrived at the pier. Accordingly, the 
Navy has been supplying this information through their agents, the KANOO Shipping 
Agency (for USNS — Navy owned and civilian manned tankers) and Gray Mackenzie 
(for Navy chartered tankers). 


A continuing problem is touched upon in the second paragraph of the Saudi 
note. The sailing orders often do not give the final destination of the cargo, 
and this is frequently radioed to the tanker long after it has departed from Ras 
Tanurae The ships are also diverted by radioed orders, Although the note 
cites only the Kanoo agency, the INSMAT officer states that the chartered ships 
under Gray Mackenzie are even more frequently diverted after leaving port. 


On the matter of landing certificates, which are supposed to be stamped by 
the customs authorities in the country of destination, returned to the ship's agents 
in Saudi Arabia and turned over to the Saudi Customs, the tankers in Navy service 
are frequently unable to obtain and return such certification. For example, the 
INSMAT officer states that Pearl Harbor Customs refuses to sign or stamp the 
landing certificates and that authorities in Japan and elsewhere are sometimes 
reluctant to sign and return the certificates. 


tw 


Charles Selak, Jr.e, Esquire, 
Second Secretary of Embassy, 


American Embassy, 
Jidda, Saudi Arabia 
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| There seems to be several points, some of them concerning security matters | 
which could best be discussed directly between the Embassy and COMIDEASTFOR or 
between the Departments of State and Navy in Washington. Perhaps the Saudi 
authorities would accept a blanket statement that the petroleum in question 
would never be placed in commercial channels or in any channels permitting it to 
reach “undesirable destinations". Alternatively, the Navy could undertake to 
inform the Saudi customs authorities in Ras Tanura of all destinations of cargoes 
after the tankers have left the porte 


I am sending copies of this letter and of the Saudi note to INSMAT in Ras 
Tanura and to COMIDEASTFOR. I would suggest that you communicate directly with 
COMIDEASTFOR, asking him for canments to be sent to the Navy Department in 
Washington with a copy to youe 


I have also given a copy of the note to ARAMCO. The company was interested 
in the fact that it was not mentioned, as the customs authorities in Ras Tanura 
have in the past tried to make ARAMCO responsible for obtaining landing certificates 
covering petroleum products shipped from the porte 


Why don't you came over to investigate the problem first hand? You should 
have an orientation tour to the Eastern Province in any case. You could stay in 
my house as I am now without family until my departure on August 9. 


Sincerely yours, 


/s/ Theodore A, Wahl 
Consul 
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Editorial Attack on ARAMCO by Baghdad Newspaper. 
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From July 3 through July 9, 1956, the Baghdad Arabic language bE 
newspaper, al-Yaqdha, frontpaged a series of vitriolic editorials attacking NS 
the act&dvities of ARAMCO in Saudi Arabia. Written by owner-editor Salman — Ol S 
al-SAFWANI, these editorials appeared in the form of open letters addressed Olo 
to King SAUD. here are enclosed the summarized translations of the editorials = 


which have appeared to date. (The enclosed summaries were obtained from British 
Information Department sources and may differ somewhat from the full text 
translations). 


The reasons behind this outburst are as yet unclear. Safwani is known 
to be an ardent Arab nationalist, who has more than once violently assailed 
the United States for its policy in regard to the Palestine problem. At one 
time Safwani was known to have been receiving an Egyptian subsidy for his 
paper. 


9Sve-L 


It is possible that Safwani may be engaging a personal battle with 
ARAMCO over the sale to the company, a few years ago, of certain property 
which he owned in the vicinity of Dhahran. This property was sold voluntar- 
ily by his brothers while he was imprisoned during World War II. We under- 
stand that ever since that time he has been attempting, without success, to 
obtain additional compensation from ARAMCO. Therefore, it is possible to 
infer that these attacks may represent an expression of long-standing 
irritation or even a calculated effort to exact a satisfactory settlement 
from ARAMCO in return for "turning off the heat." 


There is no apparent evidence to indicate that Safwani's attacks, on 
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ARAMCO may have been made at the instigation of another Government. The 


series does not seem to have had any appreciable effect on Iraqi public 
Opinion vis-a-vis the United States Government. 


For the Charge d'Affaires, a.i. 


/ Second Secretary @6f Embassy 
Jé¢ f ‘ 
Enclogure: 4 
Summary Translation of al-Yaqdha 
Peon (Unclassified) 


Copies to: 
London 
Jidda 
Dhahran 
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July 3, 1956 


"ARAMCO has taken to gaining the support of Saudi officiais by devious 
ways and instigating them against the Workers in order to prevent any future 
increase of pay or demands for better conditions. The company has caused a 
rift among workers, employed some of them to spy against the others, and, by 
various activities, spread dissension among them. On the one hand workers 
were urged to protest and demonstrate, and on the other they were accused of 
commnism. By such evil methods ARAMCO has divided the government and the 
people and now stands aside awaiting results." 


July 4, 1956 


"ARAMCO has many agents working on its well-laid plans. Their activities 
are blamed upon certain workers who are turned over to the Saudi Government as 
trouble-makers. The Company, in some cases, even goes so far as to accuse them 
of treason or of being in contract with subversive elements. The Government 
inflicts severe punishment on these workers while ARAMCO smiles secretly at its 
success. Since some of the workers turn against the Government, a wide gulf is 
forming between them and their Government. 


"Most of the demonstrations and strikes in Dhahran, Ras Tannura and 
elsewhere are instigated by ARAMCO agents to realbse the company's aims. 
Committees for investigation are appointed, but they immediately fall under 
ARAMCO's influence. This company has become ee ees even to the 
extent of being a state within the state." 


guly 5, 1956 


"By causing troubles in the Eastern area and instigating the Saudi 
Government against the workers, ARAMCO has driven a wedge between them and the 
Government. 


"This victory over the workers has encouraged the company to 
appropriate much land for roads without compensation. When the owners objected, 
a committee was formed to investigate, but the members of the committee were 
easily bought by ARAMCO gold. In the many disputes about the ownership of 
roads the evidence of any witness who is not the same sect as the ruling 
family is not accepted. This rules out most of the inhabitants of the Eastern 
area. This company has become dangerously powerful, and is using the government 
to achieve its purposes." 


July 6, 1956 \ 


"ARAMCO has exploited the ignorance and poverty of the Saudi popula- 
tion. Company contracts are deceptively worded, lands have been appropriated 
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without compensation and no complaints are tolerated. It compels its experts | 
and technicians to use their knowledge to deceive the people about thejr lands 
and ‘property; ARAMCO is the officially recognised surveying body in Saudi 
Arabia. The blows it inflicts, though received in‘silence, are breeding 

hatred and malice among the people." 


July 8, 1056 


"Archeological remains as well as oil are being smuggled from Saudi 
Arabia by ARAMCO. The greatest number of these antiquities find their way to 
American museums. 


"However, the primary aim of the company in Saudi Arabia is to extract 
oil - a factor which is important to overall U.S. strategy. This is the reason 
why the U.S. maintains its air base at Dhahran. Whenever the Saudi Arabian 
Government demands an increased price for the renewal of the Dhahran Air Base 
agreement, the U.S. begins to look around for alternative air bases at Bahrain 
or wutar. All this adds to the strength and the prestige of ARAMCO." 


July 9, 1956 


"Although ARAMCO does contribute to public health and education in the 
-Eastern province, this is only a disguised method of alienating the people from 
their Government. If the U.S. had any real humanitarian interest in such people 
it would not have agreed to the displacement of a million Arabs from Palestine. 


"The remedy lies with King Saud and Amir Ben Jaluwi who are 
sympathetic and firm, but have delegated too much authority which has been 
misused. The Government administration in the Eastern area should be 
reorganised with justice, firmmess and the country's interest in view." 


CONFIDENTIAL 












AIR POUCH | ~ WS peuriaL, - | DO NOT TYPE IN THIS SPACE 


~~ PRIORITY, ~ (Security Classification) 20 > vv3/¢g-/ rer 4 
FOREIGN SERVICE DESPATCH SFbA. tiie’ 





‘ 


FROM  : American Consulate General, Dhahran. 


DESP. NO. 


TO : THE DEPARTMENT OF STATE, WASHINGTON. August_1, 1956 


For : Dept. 
Use Only 


w 


susJect: ARAMCO Tax and Royalty Payments - Second Quarter 1956 





1/ Includes special payment of $175,000 
Source: Treasury, Arabian American Oil Company, Dhahran 


Fi = | 
— o 
| Following is a tabulation of the gross tax and royalty payments made bygthe 4 
Arabian American Oi] Company -(ARAMCO) to the Government of Saudi Arabia f E 2 
April through June, 1956. These figures have been made available by ARAMCO to. B 
the Consulate General on a confidential basis. @ & 
TABLE — ARABIAN AMERICAN OIL COMPANY GROSS TAX AND ROYALTY PAYMENTS TO . 4 E 
THE SAUDI ARABIAN GOVERNMENT, APRIL THROUGH JUNE, 1956 > is 
= 
: Company Income Tax Total Gross Amount ~ rs 
Month Royalty on 1955 Income Paid on 
gtd es Pea ea Be $23,348,471 o f 
June, 1956 $ 7,490,820 16, 25h, 562 23748, 382 00 
‘ | 
aa: 
Ol 
o 


Detailed figures, including a statement giving the distribution of payments 
by currencies, are forwarded as enclosures to this despatch. 


For the Consul Géneral 


fit’ A tedes 0h 


/; Theodore A. Wahl 
4 Consul 
Enclosures: (3 copies to Dept, 1 to 


Amembassy JIDDA) 


1. Summary of payments in April 
2. Summary of payments in May 
3. Summary of payments in June 


CC: Amembassy JIDDA 
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CONFIDENTIA Bespatch Me. / © dated 
NTIAL 8/6/56 trem 
Ameriean Gonsulate General, 
Dhahran, 
ARABIAN AMERICAN OIL COMPANY oy 
PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT Pee oo 
APRIL 1956 
EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 
VISAS, AND SIMILAR ITEMS 
Net Crude Runs from Field Storage During Month of 
March 1956 (Tons) 44298 320 
Gross Amounts Paid: 
Royalty - Onshore $ 6,918,909 
Company Income Tax on 1955 Income 16,254,562 
Payment - Article 7 of the December 30, 1950 Agreement + 175,900 
Totel Gross Amounts Paid 1348, 
D af 
Repayment of Saudi Government Railroad Construction Costs $ 500,000 
Repayment of Export-Import Bank Loan 100,000 
Total Deductions from Royalty $ 600,000 
Assignment Out of Company Income Tax: 
Assignment Out of 1955 Income Tax 4,000,009 
Total Deductions $ 4,600,000 
NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
FROM THE ARABIAN AMERICAN OIL COMPANY 18,748 


Distribution of Payments by Currencies 


(Payments and Charges are Stated Herein in U, S, Dollars or U, S, 
Dollar Equivalents Per Agreements 


U. S. Dollars $10,426,154 
Pounds Sterling 8,205,214 
French Francs 117,103 

Total 18,748,471 


Dhahran, Saudi Arabia 
May 10, 1956 


CONFIDENTIAL 


Enclosure Ne. 2 to 
Despatch No. /@ th 


8/1 [Se tm 

ARABIAN AMERICAN OIL COMPANY Amerlean Gonsulate font 

PAYMENTS AND CHARGES: TO = ARAB GOVERNMENT Dhabas, ~ . 
MAY 

EXCLUDES PAYMENTS OF pcigtes DUTIES, LICENSES, PERMITS y ogy 
VISAS, AND SIMILAR ITEMS NE fe 4 

CONFIDENTIAL TaAs, NE. 

Net Crude Runs from Field Storage During Month of 
April 1956 (Tons) 4,073,639 


Gross Amounts Paid: 
Royalty - Onshore $ 6,713,112 


Company Income Tax on 1955 Income 16,254,562 
Total Gross Amounts Paid $22,967,674 


Charges Deducted from Royalty: 
a of Saudi Uovernment Railroad Construction Costs $ 500,000 


Repayment of Export-Import Bank Loan 100,000 
Total Deductions from Royalty $ 600,000 
Assignment Out of Com Income Taxs 
Assignment Out of 15E5 Income Tax 12,775,000 
Total Deductions $13,375,000 
NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
~~ FROM THE ARABIAN AMERICAN OTL COMPANY == =— $ 9,592,67h 





Distribution of Payments by Currencies 
a LJ ; (] 





U. Se Dollars $ 1,414,415 
Pounds Sterling 8,061,156 
French Francs 117,103 

Total $ 9,592,674 


Dhahran, Saudi Arabia 
June 10, 1956 


Bere seeew ety A Enclesure No. 3 to 
Cis. EAb Despatch Ho. 4 @ “ dated 
aST £ SOtrom 
America Consulate General, 
c 
ARABIAN AMERICAN OIL COMPANY — Ni i é4 
PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT 


JUNE 1956 
EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICENSES, PERMITS 
VISAS, AND SIMILAR ITEMS 


Net Crude Runs from Field Storage During Month of 
May 1956 (Tons) 4 55 5566 


Gross ~Anpents Paid: 


y - Onshore $ 7,490,820 
Cacane Income Tax on 1955 Income 16,254,562 


Total Gross Amounts Paid $23 275 5382 


Charges Deducted from Royalty: : 
Renasaart of saudi Saveimment Railroad Construction Costs $ 500,000 


Repayment of Export-Import Bank Loan 100 ,090 


‘Total Deductions from Royalty $ 600,000 

Assignment Out of C Income Tax: 
yer pee Out of ISee Income Tax 12,775,000 
Total Deductions $13 2375 ,000 


NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
FROMTHE ARABIAN AUERTCAN OIL COMPANY 10,370,382 





Distribution of pees nts fa Currencies 
Payments and rges are te n ollars or U. S. 


Dollar Equivalents Per saaante 








U. S. Dollars . $ 1,647,727 
Pounds Sterling ' 8,605 ,552 
French Francs 117,103 

Total $10,370,382 





i 


Dhahran, Saudi Arabia 
July 10, 1956 
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Memorandum of Conversation 


DATE: 


SUBJECT: Telephone Conversation 


PARTICIPANTS: Mr, Sid Levy, “haley-Eaton News letter 


Mr. David L. Gamon, NE 
¥.. 


e) 
COPIES TO: NE 


the principle of nationalization. 


able to say that I had heard no such rumors. pol 
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September 5, 1956 


aS a means of giving public support to 
I answered that I was glad to be 
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Memorandum of Conversation 


DATE: September 5, 1956 


SUBJECT: Nationalization of toreizn Cil Lsteblishments in some Arab wtates 
PARTICIPANTS: Mr. Levy, Waley-katon “‘ewsletters 


NE - traser Wilkins 


COPIES TO: NEA 








itr. Levy called and said tiat he understood some of the Arab Sates, 
especially Saudi Arabia, had agreed to nationalize foreign oil establisi:- 
ments in their countries as a measure of support for iypt. te wondered 
ii this were true. I said that there had, of course, been speculation 
that some of the Arab states might act in this way followin, Nasser's 
netionalization of the Suez Canal Company, »ut that I had not seen any 
reliable evidence to this effect. 
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Memorandum of Conversation 


DATE: September 7, 1956 


SUBJECT: American Jewish Committee Complaint Arainst Ardico 


PARTICIPANTS: Mr. Llmer A. Carter, New York State Commission Arainst 
Discrimination 


NEA - J. Lampton Berry 4 
NE - David L. Gamon C 


COPIES TO: NE, NEA, Pe Dhahran gt 











Mr. Carter stated that the Law Against Discrimination which had been 
passed by the state of New York in 1945 was designed to eliminate and 
prevent discrimination in employment. Among the practices which it holds 
to be illegal is the setving of specifications for employment by an 
employer limiting the conditions for employment on the basis of religion, 
race, or color. Mr. Carter recalled that in 1948 the Commission had 
received a complaint filed against Aramco. The investigator at that time 
was the Honorable Robert H. Thayer who, after having been advised 
confidentially by the Department of State that it would not be wise, from 
the standpoint of the nation's wider interests, for New York State to 
accentuate a touchy problem in the Near Hast, granted Aramco authority 
to apply a bonafide occupational qualification in hiring employees. 


Mr. Carter went on to say that since then the Lehman Resolution has 
been passed by the Senate. The American Jevwish Committee, he said, has 
filed a new complaint against Aramco with the Commission Against 
Discrimination. The facts are not in dispute, he said, and Aramco states 
that, while for domestic employment it does not inquire into an applicant's 
religious or racial background, it does require of most of its employees 
that they be available for work in Saudi Arabia. The effect is that 
prospective employees are screened. 


Mr. Carter stated that he was put in a position of asking if the 
tment would reiterate the opinion it gave to Mr. Thayer dn 1950, and 
: whether 
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whether the Ctate Dep.artient could certify if srcnco's screening of 
employees is necesssry to aramco's operations. In face of the Senate 
resolution,he said, how can the Commission justify a violation of the 
lav; unless the Depertmcnt of Utate is villing to ccrtify that sramco 
cannot escape 2)plving its sereening processes? 


ir. Rerry replied that the facts in the cese are that tie Saudi 
irebian Government will not ellov persons o* the Jewish faith into the 
country. On a number of occasions the /.mcrican Government has informed 
the Saudi ..rabian Government of its position in the sense of the Lehmen 
Pesolution. However, he «dced, there is a linit to the emount of 
pressure thet one government can bring to bear on another. Confidentially, 
he stated, there are under negotiation between the two sovernnents 
delicate inatters »hich inust be taken into account “hen considerin;: the 
type of problem vith which Mr. Carter vas faced. is far as “the general 
situation is concerned, Mr. Berry concluded, the conditions as they 
existed in 1950 when Mr. ‘hayer inquired, still prevail. 
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Memorandum of Conversation 


DATE: September 9, 1956 


SUBJECT: Rumor Regarding Destruction of Saudi Arabian Oil Fields 
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Mr. Anthony Ullstein, United Press 


PARTICIPANTS: 
Mr. David D. Newsom, NE at 


gerry 
Tea iu) 
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Mr. Ullstein telephoned to say that a story attributed to 
American oil officials had appeared in the European press that King 
Saud had sent a message to the State Department indicating he would 
destroy all oil installations if forceful action were taken in the 
Suez crisis. Mr, Newsom said that he was certain that King Saud 
had sent no such message. When Mr. Ulistein asked how such a report 
might have originated and attributed to American oil men, Mr. Newsom. 
Said that he could not say since he did not know the facts behind 
the story but that there were many rumors current in the area and 
that few of them had foundation in fact, 


996-6/2992 "V9BE 


ry 


NEA? NE: DDNewsom: apg 


9/11/56 PLD | & 


U. FIED 


~ 7550 
Cu 'TLA 


| 1/50 
Pb -Y/. oe m945 





ee 


a ; 
- > Ro |e 
CONFIDENTIAL 
DEPARTMENT OF STATE 


Memorandum of Conversation 


’ DATE: October 10, 1956 


SUBJECT: Saudi Arabian Petrolewn Problems 


PARTICIPANTS: lir. James T. Duce, Vice President, ARA'‘CO 
lire David D. Newsom, NE 


COPIES TO: i, MwA, GTI, DNA, FSD, SOA, (OLI 2ec) ;® 3 


| 
ae ‘ = ~ a - 1—1493, 
wir. Duce referred to a report he had received earlier that the Iranians had 
occupied the islands of Farsi and Arabi in the Persian Gulf. He said he now had 
a message from ARA'CO in Dhahran indicating that the Saudi Arabians had despatche 
a coast guard vessel to investigate this report. 
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He referred to an explosion which had taken place at the Al Kharj amaunition 
factory in Saudi Arabiae He said the company has been asked to assist in inves- 
tigating the cause of the explosion and might be asked to assist in restoring 
operation. He said two Egyptian army officers were also investigating the matter 
for the Ministry of Defense. He said there appeared to be evidence of sabotage 


since one of the motors was not operating at the time an explosion occurred in 
the crankshaft. 


iire Duce referred to earlier conversations in which he had expressed the hope 
that the Navy would not exercise its option for five percent of Tapline's capacity. he 


Mr. Newsom said the matter was still under consideration in the Department of 
Defense. 


ir. Duce, in a later call, orought a telegraphic report of a conversation on Q@D\ 
October 9 between “ing Saud and lir. Oligher of ARAICO. The report (attached) con=- =<~a 
cerned primarily King Faisal's and Nasser's visits to King Saud, em 
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PAOLPTINGse ATTITUDE UAS HE AD DEEU WAITING FOR OPPORTUNITY o < 
TELL ME ABOUT BANNAN NEETIUGS. NEITVER VE von 1 ENTICED vEPRU - 2. 
VISIT EXCEPTING IIS COMMENT THAT IT MAY POSSIPLY RE REASO!! hi, 
PENIUD CURRENT PAVISTAUI ATTACKS Ot! SAUDIS. 
WIGHT OT! SPEY ONE HOUR FORTY-FIVE MINUTES VITH, FAISAL — 
WO THINKS USG COULD EFFECTIVELY COMBAT CUMMUUISI! It! MID-EAST ee 
ig < 
/A/ NOT APPEARING TO SUPPORT IMPEPIALIS!. * 
/C/ TREATING ISRAEL UO DIFFERENTLY TVAU ANY OTVER UMID-EAST COUNTRY , 
TICLUDING ELIMINATING CONSIDERATIONS BASED : 


Ot ISRAELI QUESTION 
FROM FOREIG! POLICY At DOMESTIC POLITIC™. 
/C/ ADOPTING A POLICY OF ITS OWN TOWARD MID-EACT - | 
"MAKE YOUP OUD HISTAKES INSTEAD OF SUPPOPTING-TYOSE™pF  CPEAT 
PRITAL."” UNQUOTE | “7 U} 
SIGNED OMLIGER 
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(W34E JT DUCE UASHINGTON DC 
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FOLLOUING RECEIVER 

PC6S65 OUT FOUR AUD QUANTER PRIVATE CEETIUG VITY YING 
RIYADY OIF OCTOLER. 

TWO REASOUS lr. DEFERRED (T¥ AUDIENCE WEE WAS FOUR DAY VISIT 
"GREEK AUDASSADON AT LARGE” AUD COCUSIDERATIONS FPREPARATOPY PETUM! 
VISIT DAULUJI UlO ARMIVED SUUSET STIs AS MY SESSION PACKED Bie 
CTVER TOPICS Rif OT .AFTENPT DREVELCP NATURE THESE TUO VISITSs 

AS TO ItiG FAISAL VISIT SAUD STATED “STEP IN RIGHT DIRECTION = = 
OnE PEASOU TYESE TVO COUNTRIES BE Ot GOOP TERMS THA SOME OF Tre 
OTNoLS ~ = VE FAVE A COMO INTEREST /GATPERED PE MEAUT OIL/ = = TIT 
DOY IS VENY WICE TY GOr = = A CLEAN HEART GOOD INTENTIONS - = APD 
~ LLM FS EVGL ia — WE WILL COOPERATE Iii THINGS WHICK VILL 
SAFECUARD TUE INTEREST OF DOTY’ COUNTRIES e* ‘ 

FIQG IUFOPMED NE /AZ KING FAISAL - SAUD CONFERENCE NOT VEARD OF 
DY UASIR UNTIL FAISAL WAS ENROUTEs SURPRISED AND CURIOUS WASIN VIPED 
SAUD FOR IMMEDIATE AUDTENCE WHICH GRANTED AFTER FAISAL DEPARTUME e 

42/7 DISPATCHES AID SPECIAL ENVOYS UNO HAD BEEN COUNSELLING 
UASIN AGAIUST "PASTY HOTHEADED ACTIONS” 

/C/ AT DAMMAM SAUD "TALKED FIRMLY Ot) THIS = - TOLD WIt! WR MUST NOT 
FOLLOW POLICY OF DEFIANCE AND CHALLENGE." 

7D/7 NASIR PLED FOR ARAD SOLIDARITYe SAUD TOLD HIN "VE SUPPONT YOu 
DECAUSE YOU ARE OUR ALLY BUT WE WILL NOT ALLOW YOU TO FOLLOW Au 

| EXTREEIST POLICY -- IF IT WERE NOT FOR PART PLAYED NY USG AT FIRST 
LOUDON CONFERENCE YOU WOULD FIND YOURSELF AT VAR WIT? BRITAIN AUD 
KRKARKXAXIHANEXEA 
PRANCEe” TO tk SAUD SAID "WE THANE AUD APPRECIATE THE EFFOPTS OF 
USG It} THIS CONNECTION.e NOREOVER, THERE IS FULL HNUTUAL UNDERSTANDING 


BETWEEN 1 OTHER 





sss pment of State 





Classification 


SENT TO: Amembassy, J IDDA Zit” 


RPTD INFO: Amembassy, DAMASCUS 6D 
Oriole pie Amembassy, LONDON 2 79 
Amembassy, BAGHDAD © 25 











Infor 
Jidda's 190 /“ § 5325 53/,. : 
# hile . 

In your discretiong when suitable opportunity arisesgyyou 
may express to King Department's appreciation his prompt action 
on Syrian refinery. 
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SUBJECT: Efforts of "et Ede Arab 
Saudi Arabia. r oz 
| 3 : i 
There is transmitted herewith a memorandum covering a conver= 


sation which took place on October 25 between Mr. D. JHAN-E. CANALS 

Y SOLER.and the Embassy's Economic Counselor. The above named 
gentleman claims to be a native of Barcelona and to have acted over 
the past several months as the Middle East representative of a 
European group which is interested in obtaining an oil concession in 
Saudi Arabiae The purpose of his visit to the Embassy was to develop: 
interest on the wrt of ARAMCO in forestalling the plans of this a 


Mr. Jean-E. Canals Y Soler displayed correspondence to support 
his assertion that he had been acting in behalf of a European group. 
Beyond while, the Embassy knows nothing about hime 


04 peamaey od ISTH WEN OCT STUL | 





A copy of the enclosure to this despatch has been shown to a ; 
responsible officer of TAPLINE, who is informing Fred DAVIES, Chairman 





of the Board of Aramco, of its contents. Jt is suggested that the It 
Embassy at Jidda may, at its discretion, also wish to inform Mr. AY) 
Garry OWEN of Aramco. aN 
mn 
e) 
ohn Ke rson 
a Chargé d'Affaires asi. 


Enclosures j, q: 
1. As stated 


CCs American Embassy, Jidda. 
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M. D. Jean=-E. Canals Y Soler 
Robert Be Elwood 


Mr. CANALS Y SOLER showed me correspondence indicating that he had 
been, until recently, a representative for Pierre HUGUENIN, 22 Chemin 
Des Ages, Evilard S/Bienne, Switzerland. Huguenin was stated to be 
Director for the Near East of an informal group dirécted by the ROTHSCHILD 
interests known as the GROUPE FINANCIER FRANCAIS. This group includes 
the following Saudi officials,(some of whom are actually Syrians): Abdallah 
RASCHID, Saudi Chargé d'Affaires at Damascus, Abdul Hamid KHATIF, Saudi 
Anbassador at Karachi, Dr. Raschat PHARAQN, now Minister of Health and 
formerly Saudi Ambassador at Paris, and tires Sheikhs el ARD, one of them 
Saudi Ambassador at Madrid, another Saudi Minister to Switzerland, and 
the third Director of Saudi Arabian Airwayse Canals Y Soler claimed to 
have been working with this group during the past several: months to obtain a 
petroleum coneession in Saudi Arabia. He stated that a Saudi Arabian 
Company is to be formed of which the president will be King SAUD and the 
managing director will be Prince Mohammed Ben ABDUL AZZIZ. Prince TALAL, 
Prince FEISAL and the present Minister of Finance are to be on the board 
of directors. This company would be granted a concession to produce 
petroleum in the portions of.Saudi Arabia which are not now held by 
ARAMCO. The terms of anagreement between the company and the Groupe 
Financier Francais have been drawn up. Under these terms the group would 
supply the c apital and the Saudi company would obtain 5% interest in the 
petroleum operations. The company could, by contributing capital, acquire 
up to 20% interest in these operations. Prince Mohammed is the key figure 
in this projected companye 


Canals Y Soler and Pierre Huguenin recently came to the parting of 
the ways. Canals Y Soler showed me a photostatic copy of a letter addressed 
to George GEBRIE, a Palestinian, appointing the latter Huguenin's repre- 
sentative in the Middle East and referring to the fact that he was no 
lager associated with Canals ¥ Soler. The latter stated that this sep- 
aration had come about over two issuess (1) Following a visit to Saudi 
Arabia in May this year, Canals Y Soler became convinced that guarantees 
would have to be offered to the Saudis that none of the foreign capital 
would be Jewish owned. Hugueninwas unwilling to accept this condition, 
since it would have barred the Rothschild interests from participating. 
(2) Huguenin wished to obtain the participation of the ROYAL DUTCH SHELL 
COMPANY as well as that of the KRUPP interests and Aristotle ONASSIS. 
Canals Y Soler would have nothing to do with a project which envisaged 
the participation of Shell. He did not give a direct answer to my query 
as to the reasons for his antipathy to Shell but implied that the par- 
ticipation of Shell would be unpalatable to the Saudis for political 
reasonSe 


The purpose of the visit of Canals Y Soler to the BEnbassy was to 
propose that Aramco should offer to supply the necessary capital and | 


| cowmercat, —_| 
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"know how! to the prospective new Saudi Arabian company. Canals | 
Y Soler seemed to feel that while Aramco probably felt that it now 

had adequate resources to exploit, it might wish to take such action 

in order to forestall the entrance of Shell and Massis into the Saudi 
Arabian oil picture. He stated that Qnassis was due to arrive in Beirut 
on October 25 and believed it possible that a deal with the Saudi Arabian 
group might be concluded during his visite Im any case he felt that the 
situation alled for a quick decision by Aramco if the latter is interested. 


When asked how he would expect to profit from an arrangement 
between Aramco and Prince Mohammed's company, Canals Y Soler stated 
that he would expect no remuneration from the American participants. 

Qn the assumption that Canals Y Soler is not working for nothing, his 
remuneration presumably would come from some other source, probably the 
Saudi Arabian participantse 
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OLI 1. ARAMCO making urgent survey quantity its oil exports : | 
CIA Commonwealth countries, presumably at request or in antici- nN 
OsD pation request from SAG for its use in estimating loss of Oh. 
ARMY revenue if exports to Commonwealth and UK interdicated. oe | 
re 2. Direct exports UK and France currently eight percent Dy 
of ARAMCO production. io 
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OLI = SENT DEPARTMENT 2224, REPEATED INFORMATION DAMASCUS 23, i 
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FROM: Dhahran 
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TO: Secretary of State 
NO: 200, November 7, 4 p.m. 





SENT DEPARTMENT 200; REPEATED INFORMATION JIDDA 98, LONDON 37 


eg ISM yAsmNo0g stqy 


While diplomatic but not economic relations (CONGENTEL 198) 

were broken off with UK and France simultaneously ARAMCO was , 
instructed to cease crude and products shipments to UK and =; 
France, bunkering of British and French ships and oil flow 
over Bahrein pipeline just as BAPCO's strike was coming to 
a close. j 


eooc°*v9oss 


Lt 


On 


Termination of crude shipments to BAPCO seems point to com- S 
plete shutdown BAPCO refinery which normally runs 200,000 
barrels per day about 5/6 from ARAMCO. 


OGL 


Rastanura refinery not capable of immediate expansion to 
fill gap. 


Prior to above it had been estimated that ARAMCO would cut 
back to 75% of normal production effective about November 9 
because of tanker Suez shortage. This morning ARAMCO reported 
to have cut production by 20%. This will not entail any 
immediate lay off of Saudi personnel. 


Relationship not clear but riyal to foreign exchange was 
stopped except for the import of certain essentials such 
as food and textiles. 
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fuel supplies in gulf from ARAMCO sources Ras Tanura all DDS’ ’ 
now fueled 95 percent capacity. “J 
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TRA1ITAD 


g/AY 


NO; 212, November 10, 4 p.m. 


dh fer a 
f At 5 a ad 
SENT DEPARTMENT 212; REPEATED INFORMATION JIDDA LOS, teADOR 39 


ARAMCO has taken up the question of resuming service on the 
AB line to BAPCO and of loading UK-French ships destined to 


non-French or UK proper ports and appears optimistic reply 
will be afforded within next 48 hours. 
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SUBJECT: Saudi Arabia Forbids Petroleum Sales to France and EnglandeO 27,4 4 © 3 

_ 5 
; Concomitant with the severing of diplomatic relations with France and 


England on November 6, the Saudi Arabian Government issued an order forbidding 


soy AIZIE 
ja Boe +o 


the loading and supplying of petroleum products to all British and French | 
ships and to all ‘ships of any nationality destined .for English and French F | 
ports. e 3 AO “4 c | 
e | 
The order is rather ambiguous in:its wording (see Embassy despatch 86, 2 \ 
November 10, 1956), thus making implementation difficult. The extent to 3 | 
which severing of diplomatic relations would affect normal commercial re- 4 Pe 
lations between the two countries was also vague. ys me 
Dp 
Garry Owen informed the reporting officer that he had discussed this » © 
matter by phone with Vice President Davies, who is now in Dhahran, and was mn 
informed that Aramco was in close contact with Saudi officials concerning > 
the interpretation and application of the order. He was informed that the : 
Council of Ministers is presently discussing the matter. ‘ N 
Garry Owen stated that pursuant to the order, Aramco has ceased all mn 
petroleum shipments to Bahrein. He stated that such shipments normally —N 
amount to about 17% of all Aramco sales. Aramco has informed the Saudi Govern- ~ 


ment that a strict interpretation and enforcement of the order would have 
serious effects upon sales and production of petroleum in the Kingdom. An 


idea as to how shipments might suffer if the order were enforced literally 
was described as follows: 


Direct shipment of oil from Saudi Arabia to England normally amounts 
to about 2% of all Aramco sales; to France about 5%; to Bahrein 17%; to the 
Commonwealth and French Union approximately 19%; and oil carried on British 


and French flag ships destined to "friendly" countries about 12%. There is 
some duplication in 


in" ¥ estimates but they do indicate the magnitude and 
seriousness of the provienil:i2 


addtionally, it was estimated that around 2)% of the wortg's oil tankers 
are owned by; 


fbub net, nagesgarily operated by or flying the f1§M of) Britain. 
About 20% of Rte, a Es 
b 


Q,CALLINEE «| - 1 | 


s made through the Suez Canal, s not 
all lost as a result of the Canal's closure because some will differted around»... 


the Cape. But the amount so diverted will depend upon the av 
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| tankers. Another problem has occurred, namely: it is understood that the 
British Admiralty and the U.S. Goyernment have instructed all shipping lines 
(including tankers) to stay clear of a triangular area in the Mediterranean 
Sea running from Egypt up to Latakia, Syria. This would shut off shipments 
of oil from pipeline outlets. 


As was stated above, these points were discussed by Aramco with Saudi 
officials including Minister of Finance and National Economy Surur. It was 
Surur's private opinion that the restrictions against shipments to Bahrein 
would be given serious consideration and might be lifted by the Council of 
Ministers. 


Comments have been made by minor Government officials in Jidda that 
trade restrictions might also be applied against England and Frence. In 
this connection, Surur said that in his opinion the SAG action against 
Britain and France is only political; that, except for petroleum, it would 
not affect SAG's commercial relations between Britain and France; and that 
petroleum products may be loaded on the flag ships of those countries if 
destined for friendly countries. This point, Surur stated, was being con- 
sidered by the Council of Ministers. Aramco was also informed that it 
could continue to employ British and French technicians at Aramco installations 
and that shipments of commodities and construction materials from these 
countries to Aramco would continue without restriction. 


According to Surur, the SAG took the action it did against Britain and 
France for the following reasons: 1) the pressure of Arab unity; 2) pressure 
of local feeling against these two countries; 3) a wish to protect the pipe- 
line against any occurrence similar to the sabotage of the IPC line in Syria; 
4) the UN had requested that all arms and munitions should be withheld, from 
the belligerents and the Saudi Arabian Government considered oil strategic 
enough to fit this category. 


<f ff... > 


G. E. Robert Meyer 
Second Secretary of Embassy 
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RUEEOTs Oil Development in Saudi Arabia, 


| Enclosed are copies of a series of letters written by Mr. James 
MacPherson, Petroleum Advisor to the Saudi Arabian Government and Mr, ee 
James A. Hall, Gas Advisor to the Saudi Government to Sheikh Abdullah 
He Tariki, Director General of Petroleum and Mineral Affairs. Mr. 
MacPherson made these letters available to the Embassy with the MERE 
that their source not be revealed. 





iv) 


Much of the correspondence deals with an Aramco study entitled 
Progress Report on Future Oil Development Program - September 1956, 
The Embassy does not have a copy of this poe: but TE Ts possible 
that the Department may be able to obtain one from the Washington 
office of Aramco. 


0} peusny 


Sc *V9OFS 


~~ 


According to Mr, MacPherson, the Aramco study estimates the future 
production of petroleum in Saudi Arabia through the year 1968, At that 
tine Aramco hopes to be producing oil at the rate of 2,375,000 barrels 
per day compared to a normal production d 1956 of 1,100,000 barrels 
per day, Current production, of course, h duced to some sixty per- 
cent of the latter figure because of restrictions on sales to England 
and France and their colonies, and to Australia and New Zealand. The 
Aramco study also discusses withdrawal rates for the various oil fields 
being exploited, Mr, Hall takes rather severe exception to the Aramco 
findings and suggests that the Saudi Arabian Government should take 
measures to prevent an excessively rapid rate of withdrawal of oil and 
to prevent waste by Aramco through its methods of production of quantities J : 


9SGLe-1L1/E 


of oil, gas, gasoline, LPG, and sulfur, ~” 
Mr. MacPherson recommended that the Saudi Arabian Government could 


best protect its interests by employing a reservoir engineer to examine 
and review Aramco's findings, 


it 
Enclosures: ._ ; 
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Sheikh Abdullah Tariki 
Director General 

Petroleum & Mineral Affairs 
Jeddah 


Dear Sheikh Abdullah: 


Future oil Development - Saudi Arabia, 


I have analysed the Aramco Report of Future Oil Development Program 
which was completed in September 1956, This report projects itself to 
the year 1968. At that time Aramcots target fulfilment, if net, will 
equal 2,375,000 barrels a day, Their production-target for the year 1959 
is 1,365,000 barrels per day as follows: 


Target year 1957 to 1959 1,115,000 BPD—year 1957 
1,20,000 BPD-year 1958 
1,365,000 BPD year 1959 


Target year 1959 to 1965 = extrapolated on a 7% compounded annual 
rate up to the year 1965 and a 5% rate 
for succeeding years. 


This report was primarily undertaken to clarify a number of points of 
controversy which was based on Aramco 1955 Target Report and which was found 
unacceptable to the Executive Committee of Aramco due to concern over some 
of the assumptions and interpretation of data, The present report was 
concluded in September, 1956 and was undertaken to clarify controversial 
1LSSsuese 


The report submitted by Aramco indicates the need for a great deal of 
additional study on well potential stimulation, primary depletion, injection 
of either water and gas or both, and development field studies of the 
Ghawar and Abgaiq Fields, also on the undeveloped fields such as Abu Hadriya, 
Fadihili and Kharsaniya. Also, as you know, Aramco are contemplating drilling 
in Manifa Bay. In the target figures given you above, this report of Aramco 
projects a withdrawal rate of 50,000 barrels per day for the Fadhili field, 
100,000 BPD for Abu Hadriya, 200,000 BPD for Kharsaniya and 125,000 BPD for 
Safaniya. 


Comment is made in the report that Fadhili field appears to be the 
least attractive of the known Arabian reservoirs investigated but in 
reaching this conclusion they recognize the sparsity of information on 
the Fadhili reservoir materially limits their analyses. The Aramco report 
did not study Dammam and Qatif, Safaniya in all of their analyses based 
on reserve crude studies indicate that a rate of production of 125,000 
barrels per day can easily be sustained for the period covered by this 


reporte 
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Summarising one of the fourteen charts submitted (Exhibit 28) by Aramco 
their projected production will be: 


Qatif—Damnam Field From 75,000 BED in 1957 to 0 ,000 BPD in 1968 


Abgaig it " 280,000 "395,000 

Safaniya " t 65,000 a 1958 t 125,000 " " 
Air Dar-Shedgum_ " m 450,000 " 1957 " 660,000 " " 
Uthmaniya "W n 310,000 1! 1957 tt 575,000 " iT) 
Huiya Hardh " it 30,000 " 1965 " 280,000 " i 
Northern Fields " " 85,000 " 1962 " 300,000 " x 


The above is a brief summarization of the Aramco reports 


With all of the technical help that Aramco has at its disposal the 
report indicates that there is a necessity for further and contimous 
studies on reservoir characteristics and pressures, gas and water injection 
and things of this nature, As you well know the behavior of gas pressures, 
the rate of withdrawals of crude oil and the spacing of wells can be 
extremely important for the benefit or harm on the future of Saudi Arabia 
in the years to comeyg if proper methods are not continuously observed in 
the withdrawals of crude oil from the earth proper well spacing and relation- 
ship and withdrawals in the many producing and non producing fields in 
Saudi Arabia. 


With this point and thought it is my earnest recommendation that you 
employ the best reservoir engineer obtainable and probably an assistant to 
work for the Saudi Arab Government and to investigate, work with, examine 
and review Aramco's report and findings, having in mind the need of pro= 
tecting the Saudi Arab Government's interest at all times, To get the 
type of personnel I am proposing will cost the Government around $50,000 
a year but it will be good insurance for the Goverment and money well 
spent. 


/s/ James MacPherson 
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Sheikh Abdullah H. Tariki 
Director General 

Petroleum & Mineral Affairs 
Jeddah, 


Dear Sheikh Abdullah: 
Future Oil Development ~— Saudi Arabia 


I have reviewed Mre Hall's letters of October 25th and October 27th, 
1956, attached, wherein he discusses the oil reserves of Saudi Arabia. Mr. 
Hall points out that in his opinion the proven reserve in Saudi Arabia would 
be greatly increased if well drilling-is undertaken on an eighty acre 
spacinge This would require the drilling of between eight and nine thousand 
wells at a cost of one billion seven hundred and thirteen million dollars. 
Actually with new fields being found such as Kharsaniyah and developments 
of Abu Hadriyah and Faihili and other structures such as Manifa Bay both 
the number of wells and costs will greatly exceed this figure. 


There is a lot to be said for Mr. Hall's viewpoint and he sums up his 
October 27th letter with the statement "I think money spent for the drilling 
of additional wells in Saudi Arabia would be a good investment..ee" 


Mr. Hall also points out that if 50 million dollars per year is spent 
for additional drilling the presently proved acreage would be developed in 
3-1/3 years. 


I do not know what the answer is to the points made by Mr. Hall as 
there are many things to be taken into consideration before arriving at a 
conclusione Some of the points involved are: 


a. There is the financial aspect to be considered by the 
Govermment. Even if Mr, Hall's views are correct the 
need to spend around 50 million dollars annually for 
the next 34 years is quite an undertaking. 


be Your attention is drawn to the fact that the outlay of this 
"amount of cash should not sway one in‘their recommendation 
if Mr. Hall's views are correct. The spending of cash from 
the "cash till" does not mean you would not still make profits. 
On the assumption an outlay of $50,000,000 should be authorized 
. and Aramco had to borrow this amount and paid 6 percent 
X interest for such an amount that would only mean a fixed 
charge of $3,000,000 amually. 


ce Another fact for your consideration is whether or not sales 
would be effected. Whatever the reserves actually are, "in 
plage" and "preved" and irrespective of the mumber of wells 
drilled and their spacing wakes wll, not be effected one 


way or the sig — - 
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de Obviously there will be a great deal of extra expense 
involved in tankage, gathering lines between wells, pipe 
lines, gesps and so forth. This will add to the figures 
mentioned by Mr. Hall, Also each well will produce not 
only crude but gas and unless this gas is utilized you 
will add enormously to the enormous present waste of 
gas now being flared. 


Summarizing, the final answer should be based on expert advice to 
verify Mr. Hallts thinking, which boiled down, means that for each dollar 
spent for additional drilling would yield around fifty dollars in increased 
ultimate oil recovery. Even assuming the final answer should be a ‘ 
spacing somewhere between the Aramco'’s preseht operational procedure and 
that recommended by Mr. Hall it is a vital policy matter for the Government 
to know what is best from an overall viewpoint. 


In my memorandum to you of October 30, 1956 I recommended the Govern- 
ment hire a top reservoir engineer and probably an assistant to review the 
present methods and procedure followed by Aramco. If you agree we should 
start to find out who is the best man or men available and endeavor to 
obtain them. This whole subject should be carefully reviewed and analysed 
from every angle before a final Government policy decision is arrived at, 


/s/ James MacPherson 
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Directorate General of Petroleum 
& Mineral Affairs October 27, 1956 
Dhahran, Saudi Arabia 


Shaikh Abdullah H. Tariki 
Director General of Petroleum & Mineral Affairs 
Jeddah, Saudi Arabia. 


Dear Sir: 


I have been asked to give you my opinion of a statement in World Oil 
Magazine of August 15, 1956 to the effect that the proved oil reserves of 
Saudi Arabia, based on an Aramco estimate, are in excess of 35 billion 
barrels, I believe that this estimate is at least 74 billion barrels too 
high if current production practices are continued. My estimate of 274 
billion barrels of proved reserves was arrived at in the same manner as 
Aramco's except that I assigned recovery factors to the following reservoirs 
that differed from Aramco's: Abgaiq Arab "D' 30%, Ghawar-—Ain Dar Arab C & D 
25%, Shedgum Arab D 25%, Uthmaniya Arab C & D 25%, Huiya Arab "DY" 25%, 
Safaniya Upper and Lower Sands 30%. The Aramco report used a recovery 
factor of 35% for all of these reservoirs which was arrived at by calculating 
the volume of oil recovered from the depleted portions of the Dammam Field 
and assuming that the recovery in all water drive reservoirs will be the 
same as at Dammam, I do not agree with this assumption as the poresity and 
permeability of the Dammam reservoir rock is higher than in Abgaiq, Ghawar 
and Safaniya and the connate water saturation is lower in Dammam than the 
other fields, The average mmber of Acres per well in Dammam is 283 as 
compared to 2,623 in Ain Dar, 5,208 in Shedgum, 5,308 in Uthmaniyah, 2,050 
in Huiya, and 3,850 in Safaniya, The average per well producing rates 
have been considerably lower in the past at Dammam than the rates planned 
for the other fields in the future. The stapped up producing rates will 


increase the by-passing of oil by water and result in lower percentage 
recoveries. 


Using the same recovery factors I estimate the probable reserves of 
the same fields to be 54 billion barrels which is 12-1/3 billion barrels 
less than the Aramco estimate of 57.6 billion barrels. (Mes: not include 
Kharsaniya.) 


The total ofl in place from the Aramco estimate is 10);4 billion barrels 
proved and 1824 billion barrels probable. I have no reason to disagree 
with these figures. 


It is my belief that if the 706,500 acres of proved reserve were 
drilled te a density of 80 acres per wellthe proved reserve would be 70 
billien barrels instead of 27% billion barrels. This would require the 
drilling of 8566 additional wells at a total cost of $1;713 million 
dollars. If 50 million dollars per year was spent for additional drilling 
the presently proved acreage would be developed in 3)=1/3 years. 
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| 
If the price of oil remains constant each dollar spent for additional | 
drilling would yield $9.62 in increased ultimate oil recovery. 


Of course there is the standard Aramco question of "What did posterity 
ever do for me?® which cannot be ignored. If the pioneers in the United 
States had had no regard for posterity, however, mich of the United States 
would be desert and there would be very little in the way of educational 
and industrial facilities. 


I think money spent for the drilling of additional wells in Saudi 
Arabia would be a good investment. 


Sincerely, ° 


/s/ James A. Hall 
’ Gas Advisor 
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foot of gas put into the reservoir". This statement is true only for 
the very early life of a project and is usually of ho Significance over 
the entire life. Aramce's so-called study of this preglem is grossly 
inadequate. 


Aramco's conclusion that gas and water injection as a combined 
pressure maintenance operation is economically as or more attractive than 
water injection alone is based on very unreliable cost information over a 
very short period of time and does not consider the revenue that could be 
obteined from sales of gas, gasoline, LPG and other products in the case of 
water injection alone, When a proper value is given to these sales the case 
of water injection alone is clearly more attractive even using Aramco's 
selected cost figures. Further, pressure maintenance by water injection 
will yield a considerably greater ultimate recovery as at the pressures 
considered water is a more efficient displacement agent than gas. The 
tendency for gas to finger and chamel is far greater than the tendency 
for water. 


Per well withdrawal rates in the Abgaiq Field, while not as bad as 
those in the Ghawar Field, are still far in excess of what would be 
considered good oil field practice in the United States. The Kharaaniya 
field and all of the other fields in Saudi Arabia should be developed and 
produced in proportion to their maximum efficient rates. The total 
maximum efficient rates of all reservoirs in Saudi Arabia should be 
maintained as high as possible without regard to market demand. Production 
should then be allocated to the various reservoirs in proportion to the 
ratio.of their MER to the total MER. This is good oil field practice. 
With each reservoir producing it's share ultimate recoveries will be 
increased in all reservoirs. 


A look at Exhibit No. 1 in this report brought up the question in 
my mind of why should the pipeline fran Safaniya to Ras Tanura be built? 
When this line is completed it will carry approximately 125 thousand 
barrels per day in a Southeast direction while a short distance to the 
Southwest the 30-31" line will carry over 1,00 thousand barrels a day in 
a Northwest direction, If the Safaniya Field could be tied into the 
30—31" line directly approximately 100 miles of large diameter pipe could 
be saved, 


Unless the Saudi Arab Government takes positive staps to prevent 
waste by Aramco they will suffer the loss of vast quantities of oil, gas, 
gasoline, LPG and sulfur, All of these resources are irreplaceable and 
should be conserved. Unless some of the profits realized from these 
resources are reinvested to develop other resources: there will eventually 
be no industry other than agriculture in Saudi Arabia. 


Sincerely, 


/s/ James Ae Hall 
as Advisor 
LIMITED OFFICIAL ‘USE 
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Directorate General of Petroleum 
& Mineral Affairs 
Dhahran, Saudi Arabia October 25, 1956 


Shaikh Abdullah Tariki . 
Director General of Petroleum & Mineral Affairs 
Jeddah, Saudi Arabia 


Dear Sir: 


We have recently received a copy of an Aramco report titled "Progress 
Report on Future 011 Development Program - September 1956". I assume that 
you have read this report and would like to point out some facts that I 
consider important, First, the report completely ignores the effect of 
various operating practices on-the ultimate recovery of oil & gas from the 
various reservoirs in Saudi Arabia. It assumes that ultimate recoveries of 
17 te 35 percent of the oil in place are just as satisfactory to all concerned 
as the ultimate recoveries of from 50 to 70 percent of oil in place that 
would be obtained by good oil field practice as practiced in the United 
States. Second, the report erroneously assumes that the gas, gasoline, 
liquified petroleum gases, and other products wasted have no value and the 
efficiency of various operating practices from the standpoint of waste is of 
no consideration, Third, the maximum length of any of the so called studies 
is twelve years which is grossly inadequate to deplete any of the reservoirs 
of Saudi Arabia to any reasonable state of depletion. 


The conclusions and recommendations set out on page= of this report 
are, in my opinion, erroneous and will be very expensive to the mametary 
interest of the Saudi Arab Government over the life of the presently 
producing oil fields of Saudi Arabia. The reduction of the well require— 
ments in the Ghawar Field should not be considered as per well producing 
rates are already too high and are causing edge water to advance rapidly 
through the more permeable zones, This is preved by the fact that more 
than one third of the wells in the Ain Dar area are producing water while 
less than 24% of the oil in place has been produced. The water does not 
appear to be coming from the bettem or tep but from the more permeable 
zones within the reservoir rock. Aramco should be trying to reduce per 
well producing rates by drilling more wells instead of trying to increase 
per well rates by stimlation. 


I de not know whether the optimum reservoir pressure for Ghawar is 
less than 2500 psig or not but the displacement efficiency of oil by gas 
is greater at higher pressures. The displacement efficiency has been found 
te vary inversely as the ratio of ‘the viscosity of the oil to the viscesity 
-of the gase The viscosity of the gas increases with an increase of pressure 
at a mere rapid rate than the oil so that the viscosity ratio decreases as 
the pressure increases. The Aramco report claims that "the lower the: 
reservoir pressure the greater the volumetric effectiveness of injected gas, | 
which in turn, results in a higher yield of produced oil for each cubic | 
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| The following is‘ a tabulation of the gross tax and royalty payments 
made by the Arabian American Oil Company (Aramco) to the Government of Sau 
Arabia from July through September, 1956. Aramco has made these figures 
available to the Consulate General on a confidential basis. 


ARABIAN AMERICAN OLL COMPANY GOSS TAX AND HOYALIY PAYMENTS TO 
THE SAUDI ARABLAN GOVERNMENT, JULY THROUGH Sik TEMBER, 1956 


Month Royalty Company income Tax Gross Amount Paid 
duly $7,080,057 $16,254, 562(1) 923, 674,413 62) - 
August 7 223,090 16,254, 564 23,477,740°3) 
September 6,758,649 18,346,250) | 25,104,899 


Detailed figures, including a statement giving the distribution of 
payments by currencies, are forwarded as enclosures to this despatch. 


Comment. During the month of November, 1956, Aramco's production and 
sales of oil declined by approximately 40 percent from the average level of 
1,050,000 barrels per day attained shortly before the Suez crisis. It is 
assumed by the company that production will not rise above 600,000 to 650,000 
barrels per day during the next several months, depending upon the length of 
tine required to restore the Suez Canal to normal operation. 


i} 
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This reduction will be reflected at once in the company's November 
royalty payments to the Saudi Government. On the other hand, Aramco's income 
tax payments should not be iia ee naa until next year as a result of 





1 /the standing 
This and the tax payment for pocisaih are based upon 1955 


income. 

Sthe total includes special pajwénta apguapigg to ¥339, 7h. 
3Includes a natural gas royalty of 986.00. 

4Dax on 1956 income. 
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| the standing arrangement whereby the company pays its tax on the income 
earned nine months previously. Unless this arrangement is altered, which 
seems unlikely, the Saudi Government thus need anticipate no abnormal de- 
cline in Aramco's tax payments before July or August, 1957. The customary 
deferment of the company's remittances in this category will thus to some 
extent act as a cushion during the period when royalty payments are likely 
to be at their lowest level. 


The foregoing comment is not related to the additional reveme which 
the Saudi Government expects to receive through the recently announced tax on 
personal incomes, a substantial portion of which will presumably be paid by 
Aramco employees. The new income tax and its probable effect on Aramco will be 
the subject of a forthcoming despatch from the Consulate General. 


For the er General: Gah bl 


James D. Farrell 
American Vice Consul 


Enclosures: (3 teal an Department , 
one to AmEmbassy gidda) 


1. Summary of payments in July; 
2. Summary of payments in August; 
3. Summary of payments in September. 


cc: Amimbassy Jidda. 
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NE - Mr. Wilkins DATE: December 12, 1955 


ME - Mr, Rockwell ( " 7 VAre 


Desire of Getty Oil Company to Charter Tanker to Saudi Arabian Government 


aann 


Mr. Hadfield of the Getty Oil Company telephoned from 
New York this morning to say that the Company had been approached 
by the Saudi Arabian Government to permit the charter to SAG of 
one of its tankers for one voyage to Egypt to carry 38,000 barrels 
of neutral zone crude. The Getty 011 Company desires to go through 
with this arrangement in the interest of good relations with SAG. 
One of its affiliates, the Tidewater Oil Company, has a T=2 tanker 
under a five-year contract to Niarchos, which could be diverted 
for one voyage at the expense of SAG. 


ieryy QUY a 


song renued © 
perme 26 > 


: Mr. Hadfield inquired whether we would have any objectiion. 
I said I would check into the Department and get in touch with L aa 
him. Mr. Hadfield can be reached in New York at Whitehall 18260. Pa, - 
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ACCESS RESTRICTED 


The item identified below has been withdrawn from this file: 
File Designation fe ane 5S /2-7S36 
; 7 e/ SIL 
Date ; ‘- ec rq . 
From 7 / dda 
To Sec J tafe 


In the review of this file this item was removed because access to it is 
restricted. Restrictions on records in the National Archives are stated 
in general and specific record group restriction statements which are 


available for examination. The item identified above has been withdrawn 


because it contains: 


LX Security- Classified Information 


[ ] Otherwise Restricted Information 
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Embagsy Despatch 13, July 17, antitled "SAG Note on Customs tatiana 
fos che of Oil from the Eastern Province". 
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Country of Destination Gint 2. t re Oil Shipments from Ui Tanu 


ra.’ 
— not to be Applicable to U. S, Navy “hips. oe = lke 


| By note of May 22, 1956 (see attachment to reference despatch) the Saudi 
Arabian Ministry of Foreign Affairs called to the Embassy's attention the need 
for tankers exporting oil for the U. S, Army and Navy from the Eastern Province 
to comply with the Saudi Customs Regulations. These regulations include the 
requirement that Certificates of Delivery showing final destination of shipment 
be furhished the customs authorities at Ras Tanura. 


qaNsniza ga ISAN 


STIs T 


Mr. Garry Owen of Aramco, in a letter of December ) to Ambassador Wadsworth, 
pointed out that since the Navy, for security reasons, and in some cases the Army 
also, does not wish to furnish Certificates of Delivery, Aramco would stand to 

_ lose at least some of its U. S, Government business if this were required. He 
said that Aramco was taking up the matter with Shaikh Abdullah Taraigi, Director 
General for Petroleum and Mineral Affairs, with a request that instructions 
be issued from his office to the customs authorities at Ras Tanura’ that it is 
not oh to have Certificates of Delivery in cases of shipments to the 
U. S. Armed Services, and asked that the Ambassador support the request as "it 
may become appropriate or opportune", 


At his December 6 meeting in Riyadh with Royal Counselor Shaikh Yusuf 
Yasin, Ambassador Wadsworth raised the problem. He explained that in the case 
of U. S. Navy purchases, it was often impossible to specify a "country of 
destination", since the destination of the oil is "the Navy" itself. After 
requesting and securing the Ambassador's assurance that none of the oil would 
be transferred to the British or French navies, Shaikh Yusuf promised that he 
would send instructions to the customs officials at Ras Tanura that the country WW) 
of destination requirement was not applicable to the U. S. Navy shipse 0) 

Ol 


-cl/ecsce*y9gss 


On December 12 Garry Owen told the reporting officer that James Knight of 

Aramco had discussed the matter with Shaikh Abdullah Taraiqi on the preceding 
day. Shaikh Abdullah suggested to Knight that, instead of Certificates of 
Delivery in each individual case, the matter might be handled by a general 

\ all-inclusive statement made by the U.S. Navy inspector at Ras Tanura, perhaps 
every six months, to the effect that deliveries of oil to the Navgjare Fd 
Navy requirements only. : 
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Mre Owen commented that a Saudi recognition that delivery to a Navy ship ] 
is, in effect, delivery to destination, would not constitute a waiver of the 
Saudi Customs Regulations, but rather an interpretation whereby they are 
complied with. 


COMMENT s 


As of the morning of December 22, according to Garry Owen, Ras Tanura 
customs officials had not yet received instructions from higher authority in 
accordance with Shaikh Yusuf's promise to the Ambassador. Me told an Embassy 
officer that Aramco was still reporting to its offtakers that the Saudi 
customs requirements re country of destination must be complied with. 


The Embassy would appreciate receiving the Department's instruction or 
comment as to whether: 1) it finds adequate the Ambassador's action in this 
matter and the consequent assurance of Royal Counselor Yasin; 2) the Department 
of the Navy is prepared to arrange for the issuance of the semi-annual certificates 
suggested by Shaikh Abdullah; and 3) the Department of the Army is, if so re- 
quested, prepared to arrange for the issuance of similar certificates. 


For the Ambassador: 


ey b Kagthnw 


Robert B, Houghton 
Second Secretary of Embassy 
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SUBJECT: AiwuzcO TAK AND LOYALTY PAYMENT FOURTH \WUARTER, 1956 7 WK: >frAB- Me 
- le 
| The following is 4 tabulation of the gross tax and royalty payments 
aade by the Arabian Awerican Oil Company (Arwnico) to the Government of Saudi ps! 
arabia fron October through Decenber, 1956. aramco has nade these figures 5 
available to the Consulate Gcneral on a confidential basis. n ee 
AtaBLAN fMGATCAN OIL a a GROSS TAX AKD ROYALTY PAYITNTS TO 
THE SAUDI ARABIAN GOVULM-ENT, OCTOBU THROUGH] DEC BER, 1956 
Month hoyalty Joapany Incone Tax Gross _anount Paid OO 
OE ‘ : 2 W 
October 38,716,061) ‘ PLS 340,250 SQ 127,239, 17) 0) 
ore , > 
November 6,919,808 2,260,383? 29,180,251 ° 
: ' N 
Decenber 4,882,250 14,624,530 19, 506,780 Ol 
(e] | 


Detailed figures, including a statement giving the distribution of pay- 
ments by currencies, are forwarded as enclosures to this despatch. 


(1) Total consists of $2,000,000 in offshore royalties and ,6,71€,661 in 


(2) onshore royalties. 
- The gross anount paid includes uw payment of wL75,000 under Article 7 of 
(3) the December 30, 1950 igreenent. 


The total includes the Noveuaber 1956 installment and partial installments 
for December 1956 and January 1957. 


snelosures: (3 copies to James D. Farrell 
Dept., one to American Vice,Consul 
yatabassy Jjdda) re ‘ 
1. Sumnary of Payments in October; 
2. Sumnary of Payments in Novenber;— "“ 
| 3. Sumnary of payments in December. - °° 


; ND * 
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APASEAN AMERICAN OIL COMPANY iq [57 
PAYMENTS AND CHARGHS TO THE SAUDI- ARAB GOVERNMENT 
OCTOBER 1956 
EXCLUDES PAYMENTS OF CUSTOMS, DUTIES, LICHNsuo, PERMITS 7 
VISAS, AND SIMILAR ITEMS ' prt. 


rade Runs from Field Storage During Month cf 
syPomer 1956 (Tons) 077,006 


Gress Amounts Paids 


Royalty ~ Offshore $ 2,000,000 
Royalty - Onshore 6,718,662 
Company Income Tax on 1956 Income . 18,346,250 
Pavment - Article 7 of the December 30, 1950 Agreement 175,000 

Total Gross Amounts Paid | _ § 27,239,921 


“harves Deducted from Royalty: 











Repayment of Saudi Government Railroad Construction Costs sh 500, 000 
Yepayment of Export-Import Bank Loan 100, 000 
Tetal Deductions from Royalty $ 600, 000 
redit Out of Company Income Tax: 
bsciemment Dut of 1956 Income Tax _5,000, 000 
Total Deductions 5,600, 000 
) “ulus SECKIV8D DIRECTLY BY SAUDI ARAB GOVERNMENT 
PROM THS ARABIAN AMERTCAN OIL COMPANY ® 21,639,911 
Distribution of Payments by Carrencies 
../monts and Charges are Stated Herein tn U. 5. Dollars or U. os. 
Dollar Equivalents Per Agreements) 

, jars 13,215,129 
Nounds oterling 8,232, 369 
rench Frances 192,13 


% 21,639,911 


ail, Arabia 
i956 


eases (1 a " 


am ft 


> iB - Lophin W 







| Ra 
INCOMING TELEGRAM\- “Department of State 









30 CONF | DENT | AL E " 
— a + 
Action Control: | 7858 ys iy 
NEA FROM; NEW YORK ties aBMLIBRY 9p - 
Info e . 09 fee | S 
RMR T0: Secretary of State | =, eS 3 
H 
SS NO: DELGA 615, JANUARY 30, 3 AM | j O = 
G ‘Da 
SP _ 7 
C NIACT. /N Ps 
EUR ~ gis 
- FOR SECRETARY “ O F 
0 ~ 
OLI RE SAUDI ARABIA =< 






CIA ~~ saUDI ARABIAN AMBASSADOR TO WASHINGTON TOLD ME LAST NIGHT 
THAT KING SAUD YESTERDAY HAD RECEIVED WORD THAT EGYPT HAD 
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ea 
HIRED A RUSSIAN TANKER TO BRING O!JL FROM SAUDI ARABIA, 
AMBASSADOR SAID KING SAUD IMMEDIATELY SENT A CABLE TO SAUD! 
ARABIA GIVING INSTRUCTIONS THAT NO OIL SHOULD BE USED IN THAT + 
WAY, Ww 
” 
LODGE 
JS 
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Dear Mr. Whetsel: Q ile 


Tank you very mich foy/you letter of Bebtruary }; in 
which you haw detailed of the history of your’ con- 


Stuart W. Rockwell 
Bivectar 
Office of Near Eastern Affairs 


Mr. R. V. Wheteel, Vice Presiden 
: ier oy Service a Corporation, 
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-Duorar-Cities Service Petroteum Corporation 


60 WALL STREET NEW YORK 5, N.Y 
February 4, 1957 - 
} ry a: 
os 
ij; 
Mr. Stuart W. Rockwell y 4 
State Department ¢ / 


Twenty-first St. & Virginia Ave., N.W. 
Washington, D. C. 


Dear Mr. Rockwe]l: 
Upon my return to New York, it occurred to us that you might wish a 


brief summary of the histofy of our concession as I outlined it to you 
in our talk last Tuesday. %* 


Fa 


In February, 1953, Philpryor Corporation signed a concession agreement 
with the Sultan of Muscat and Oman, in which the Sultan outlined the bound- 
aries as defined in the map which I left with you. Shortly thereafter, 
Philpryor discussed the matter with State Department officials and General 
Bedell Smith, Both stated that they could see no reason why the company 


should not proceed with the development of the concession as outlined in a 
the agreement. General Bedell Smith was especially interested from a de- G) 
fense standpoint, as he pointed out that in the case of war large oil re- S., 
serves on the southern coast of Arabia would be very important. — é 
In April, 1953, when Cities Service had taken an option from Philpryor nN) 
on the concession, Prince Faisal, foreign minister of the Saudi, was in Mi 
Washington atte pting to persuade our State Department to bring pressure on Oo 
the British for a settlement not only of the Buraimi dispute but the whole le 
southern boundary of Saudi Arabia. During this visit, we took the liberty n 
of consulting with Prince Faisal, who expressed his high regard for the ' 
Sultan of Muscat and Oman and the desire to confer with him regarding the is 
northern boundary of Dhofar. When we gave this message to the Sultan, he Oi 
advised that any authorized officials of the Saudi government would be wel- ~ 


come at any time in Salalah to discuss the question. Mr. Lewis MacNaughtén, 
who at that time was acting as an advisor to the Saudi government, was a 
asked to convey the Sultan's invitation tq Prince Faisal, but no reply was Ne 
ever received by the Sultan. As far as we are aware, thore has been no ,. 
other communication, directly or indirectly, between the Sultan and the & el 
Saudi regarding boundaries. In June, 1954, however, the Arabian American ™ . 
Oil Company sent a letter to Cities Service advising that Prince Faisal was e 
of the opinion that the Saudi southern boundary extended considerably south 
of where we had located our first well (Dauka #1 - see map). A copy of Ys 
this letter was given to the Sultan, who requested that it not be eaiiaa ‘ou Ln 
bx 


In May, 1954, the Saudi government ordered Aramco to drill a well in : 
the Buraimi Oasis area. The British informed the Saudi that British troops la 
had orders to shoot any intruder coming into the area. In accordance with hy 
an article in News Week, published at the time, when word of this reached 


Mr. Stuart W. Rockwell -2- February 4, 1957 


Washington, Mr. Dulles took a personal hand in the situation and told the 
British what the United States thought of such threats. The British re- 
lented and, instead of arresting the Aramco party, advised it to leave 
Buraimi immediately, which it did. 


Shortly after this incident, we consulted with Mr. Byroade in Wash- 
ington regarding it. He was asked if the report was true that the Saudi 
had threatened to throw out American official personnel from Saudi Arabia 
unless the State Department intervened in the Buraimi dispute. Mr. Byroade 
replied that it was not against all American official personnel, but only 
those in Point Four. Mr. Byroade further remarked that in his opinion the 
next time the Saudi asked the State Department to intervene in border 
problems in Arabia, it should refuse to do so. He suggested that we pro- 
ceed with our exploration in Dhofar in accordance with the wishes of the 
Sultan and the terms of our concession agreement. 


Late in 1954, the British, with the consent of the Sultan of Muscat 
and Oman, agreed with the Saudi to arbitrate the Buraimi dispute. In the 
summer of 1955, however, arbitration broke down when the British accused 
the Saudi of trying to bribe the arbitrators. 


On August 4, 1955, the British government, in Embassy Note #196, and 
-in another, #243 of October 26, notified the Saudi government that it was 
defining a modified Riyadh Line (sec map) and was prepared to meet with 
force any attempt of the Saudi to cross this line. At the same time, the 
Sultan of Muscat and Oman, on a military expedition from Salalah, seized 
the Imam of Nizwa, who was plotting with the Saudi, and threw him out of 
the country. The Sultan also established certain military posts along the 
Riyadh Line, the most important of which is at Mugshin in Dhofar (see map). 
Sometime later, on orders of the Saudi government, Aramco moved two light 
Sullivan rigs across the Riyadh Line into the East Aden Protectorate. They 
were immediately seized by Aden troops and the personnel escorted back into 
Saudi territory. The rigs are still standing where they were abandoned. 
This status still prevails and the Riyadh Line is now under close surveil- 
lance by the Sultan's and British troops, aided by R.A.F. jet patrol planes. 


As pointed out, American interests are now operating on both sides of 
the Riyadh Line, Aramco in Saudi Arabia and Cities Service in Dhofar. It 
is also of interest to note that the Iraq Petroleum Company (50% British 
interests, 25% French and 25% American) is carrying on exploration work on 
both sides of Dhofar and as far north as the Riyadh Line and is drilling a 
deep and very expensive test well at Fahud (see map). 


We wish to thank both you and Mr. Wilkins for your interest in this 
matter, and hope that you will feel free to call upon us at any time for 
any information that may be helpful. 


Sincerely, 


" R.V .Whetsel LE 


FMC 
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Enclosed are copies of two documents regarding the Saudi Governmen ‘ 
opposition to the formation of Trading and Carrier Companies by the owners of _ 
Aramco and Tapline. 





Trading Companies by owners of Aramco. V7 _Sf WZ a 


ee 
: we & 
Mr. James MacPherson, Petroleum Consultant to the Saudi Arabian Gove nt, 
made these documents available to the Embassy with the request that his as 00. 
a source not be divulged. 


OO 

The first document i8 a letter dated November 8, 1956 from the Director 0) 
General of Petroleum and Mineral Affairs, Ministry of Finance and National 
Economy to Mr. Garry Owen, Aramco's Jidda representative for Concessionary ie 
_Affairs,in which the Saudi Government rejects Aramco's proposal to form Carrier Ne | 
Companies. The second document is a memorandum prepared by the Directorate J le | 
General of Petroleum and Mineral Affairs outlining reasons why that office does ‘”':. 
not favor the forming of Trading and Carrier Companies by the owners of Aramco Ms 
and Tapline. . : 


Government by Tapline in an Aide Memoire dated April 28, 1956 (see Emdes i, 

May 5, 1956). The proposal to form Trading Companies was submitted to thé” 
Government in June 1956. According to this proposal, Trading Companies would JI 
be organized "to perform for their Offtaker owners the functions of buying oil 
and products from Aramco and selling such oil and products in the world market". 
The Carrier Companies were to operate for their owners (i.e. Aramco and Tapline 
stockholders) the functions of a common carrier. Briefly this may be explained 
as follows: 


The proposal to form Carrier Companies was submitted to the Saudi Arabian nf on | 
oO 


oe 
The Carrier Companies would lease the Tapline installations from Tapline , 
and charge a tariff to the owners of the oil for transporting such oil through € 
the Tapline. The profit made on this operation would be subject to income tax 1 
in the four countries through which Tapline traverses. mM 
te 
= 


In opposing these two proposals, the Director General of Petroleum and 
Mineral Affairs states that the forming of bither Trading or Carrier Companies 
is merely a plan to increase profits solely for the owners of Aramco and that 
in no way will any of the profits be passed on to Saudi Arabia. The Director 
General expresses the opinion that Aramco owners can accomplish any of the 
functions of the proposed new companies without forming such compares. 
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As we pointed out in Embassy's despatch 181, there appears to be rather 
strong resentment in the Saudi Government against the way Aramco operations 
are presumably handled to benefit Aramco ownerse The Saudi Government obviously 
feels that profits have been made in the past in such a way as to accrue only 
to Aramco owners and not to Aramco and that such profits are thus not subject to 
Saudi Government tax. Because of this apparently deep seated feeling, the Saudi 
Government is suspicious of any proposal to change the present way of operation. 
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of 


For the Charge d'Affaires avi. 


mn ae 


G, &, Robert Meyer 
Second Secretary of Embassy 
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CONFIDENTIAL 
DEPARTMENT OF STATE 


Memorandum of Conversation [say ae Of 


DATE: March|22, LOST. 
} 
! 
SUBJECT: AbAM CO=Saudi Arabian Kelations 


Nir, James T.Duce, Vice President, A Ai-CcO 
PARTICIPANTS: Mr. Homer Mueller, AIA} CO 


lr, William Van Dusen, FSD  ? 
ip. David D. Newsom, lik ot - 
“3B 
ao @ Fo 
4 Fs “7 v : Z oS aM ‘ 
COPIES TO: NEA(cc), WE(cec), NE/E(cc), WE(ec), GI(cec), P™A(ec), FSD(cc)s;, 6 h 
Tondon - ’ 


£2, 2 
26” : 

oO 1 
{ U , . 


Mr. Duce came in for a periodic review of relations between the 
company and Saudi Arabia. He touched on these topics: 








Buraimi 


He said the King had expressed to Azzam Pasha the hope that this 
question would be raised by the United States with the British at Bermuda, 
Iir. Newsom said the Saudi Ambassador had approached the Department on this 
and that a telegram had been sent to the U.S, delegation. 


Oman: ' — 


Mr. Duce reported that A’ AMCC had received word that the IPC was 
moving its drilling equipment out of Inner Oman. He said he did not kno 
the reason; he suggested either that IPC had failed to find oil at Jebel 
Fahud or that trouble in the interior had caused them to move out. a 


ee ’ ba 9 | 
Farsi and Arabi = 


Mr. Duce said that he had been informed by Richard Young, attorney 
for Saudi Arabia now in.Riyadh, that during the Shah's visit it had been 
agreed that Iran would evacuate Arabi Island and Saudi Arabia would occw | 
it pending negotiation of the problem. He said that Azzam Pasha would \ 
probably negotiate for Saudi Arabia with Iran. Mr. Newsom3goint d out \ 
that there was also a Kuwaiti interest in these islands. Mx, e said 
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Memorandum of Tasmanian 


DATE: March 29, 


ARAICO=Saudi Arabian relations. 


ir. James T. Duce, Vice President, ARA:.CO 
ir. Homer :ueller, ARA*:CO 
mre David Newsom, NE 


, 2 . ; 
NE(2cc), NEA(1ec), FSD(1ec), LONDON, JIDDA, DHAHRA\. 
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Mr. Duce reported that ARAiCO had agreed to lend Saudi Arabia 


(Sly, 000,000 


Iwenty million would be loaned immediately and six 


million additioral on the 15th of each of the next four months. 
Saudi Arabia has agreed to repay the loen in monthly installments 
of 15,000,000 beginning September 15, 
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he believed the seneral problem of the median line of the Gulf imuld also 
be discussed between the two countries and that the interests of others 
in the Gif would vndoubtedly be taken into account, 


Italian=-NIOC Gontract 


Amocrican oil interests, accordin,: to ir. Duce, were concerned over 
reports of an n azreement between the National Iranian 011 Sormmeny and Adil’ 
ix Italy. Not only did this contract threaten to break the 50-50 formula 
in the area, but it set what I'r. Duce considered a bad nrecedent of ‘:overn- 
ments participating with covernnents in the production of petroleum. !r. 
Newsom said tiat the Department was aware of ‘his problem and was Jookine 
in to the matter, Ii. Duce sneculatel that this may be a device by which 
the Italian Government is seeking to “orce its wav into the consortium, 


oZech efinery in Syria 


tir. Duce said that the AR‘ -CO Goard of Directors had indicated to 
the Saudi Arabians that they had no interest in assisting in the con- 
struction of a refinery in Syria. lir. Dice said he did not fully acree 
with his directors on this point and believed there was some "wishful 
thinikines" in their attitude that the Czechs micht fail in their con- 
struction in Syria. 


Onassis Arbitration 


With the death of lir. Uedawi, the Ocvdi Arabian arbiter in the 
AUAICO-Onassis arbitration, Mr. Duce said, the proceedings were temporarily 
suspended for a period of 30 days. He said the Saudi Arabians were surcest- 
ing that an arbiter be anpointed and the two sides could then discuss the 
best method of vroceeding. 


Mire Folli rip to Britain 
, Duce reported that I. Follis, President of the Standard Cil 
seg Pg y of California, had just returned frem britain where he particinated 


Dg Fllicsons tie on the possible Turkish pipeline. He said that he had 
ee discussed major political problems trith the Lritish Frime linister 
aud other British officials. Among other things, I’r.Juce.said, lr. 
Maemillan »resented lr, rollis with a bill of twenty compleints aczainst 
APA:CO, Most of them were old ones, he said, such as the work of the 
research division for the Saudi Arabian Govermrent on maps and boun 
problems. ‘Tne only new one, he said, was a comlaint that the ANAM 
radio in )hanrm was broadcasting anti-ritish items, Il’r. Uuce said this 
hec been checked with Dhahran and the company was assured that the radio 
used only straicht United Press items. ‘The complaints, he sic, were 


based 
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based on a #ritish secret service report to lacmillan, tie said the 
incicent pointec up the need for ARAMCO,itself, to have its ow 
representation in Kurone instead of devercins on the representatives 

of its narent com:anies, These renresentatives, he said, were 
interested only in mirketinrs and were not aware of many of the volitical 
problems. 


ae: ie cel a a + ie ae Ff 
sibargo on oritish and ivcnech iMlag Vessels 


“he embargo has been lifted on British end French flag tankers, 
iy. Duce reported, burt the off-takers mst still file a certiicate 
of wltimate destination with the Saudi officials. 


Av AICO Loan to Saudi Arabia veal 
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Stimulated by the IPC loan to Iraq, Saudi Arabia has reavested 
AVANCO for an interest free loan of .°70,000,000, lr. Duce revorted. 
Saudi Arabia,‘he said, wanted an immediate ‘320,000,000, to be followed 
by '324,000,COO0 in the next four months, They wished to repay the amount 
in inst22]ments of 35,000,000 per month besinning in September. 
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My. Newsom: 


This was apparently miSrouted directly to 
S/S. S/S has returned it stating they do not 
think it necessary for the Under Secretary to 
sign and propose th t the acknowledgement ba__ 
prepered either for Mr, Rountree orlitr. Dillon.» 
I would suggest ifr. Dillon. ———~ 








ARABIAN AMERICAN OIL COMPANY 


A CORPORATION 
SHOREHAM BUILDING 


WASHINGTON 5, D.C. 


April 1, 1957. 


Hon. Christian A. Herter, 
Undersecretary of State, 

U. S. Department of State, 
lst & Virginia Ave., N. W. 
Washington 25, D. C. 


My dear Mr. Herter: 


In connection with the recent hearings of the 
Senate Antitrust and Monopoly Subcommittee the question 
has been raised as to the amount the U. S. government 
ultimately gets from the operation of the Arabian American 
Oil Company in Saudi Arabia. 


‘You will see from the enclosed copy of our 
letter to Senator Wiley that we have discussed somewhat 
at length the status of the income tax paid by Aramco 
and there are attached tables showing what the ultimate 
returns to the U. S. government amount to on the basis 
of the present income tax. 


I thought that the Department would find this 
of interest. 


ipcerely your Ss 
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ARABIAN AMERICAN OIL COMPANY 


New York 
March 28, 1957 


Hon. Alexander Wiley 
United States Senate 
Washington 25, D. C. 


My dear Senator: 











Schedules which show the information which you raquested during the 
hearing on March 20, 1957 before the Subcommittee on Anti- st and Monopoly 
of the Committee on the Judiciary and the Subcommitte lic Lands of the 






p h\ 1956, tHe United States 
income tax which was paid by the stockholders f/Aramcp on dividends from it and 
C spect to the divident distribution 
af te amount of Aéramco's dividends 
by way of income taxes on the 


of the remainder to them, I1t appears that 
has found its way into the United State 
recipients of those distributions. 


Schedule II shows, for the y d 1956, how the elimination 
of percentage depletion would have-affebd e taxes on these distributions, 
Had percentage depletion not béen-alloqwed in these years, Aramco's profits after 
taxes, that iS, the money ava 
and through its stockholders 







mate owners, would have been reduced by 
« These reductions would have reduced 
Aramco's dividends and, thereby, taxes payable by the distributees, - 

Schedule III shows the effects of percentage depletion and foreign 
tax credit on foreign and domestic operations, The last two columns reproduce 
the figures shown in the computation which now appears .in the record on page 
2951. The remaining three columns show that both percentage depletion and foreign 
tax credit are necessary in order to place a foreign operation in a situation 
comparable to that of a similar domestic operation. With percentage depletion 
and credit, the foreign operation retains 58.5% of its net income before taxes, 
while the domestic operation retains 57.6%. On the other hand, were the foreign 
tax credit alone denied the foreign operation, it would retain only 1.6%, 
while, were percentage depletion alone denied such an operation, it would retain 
only 45.4%. Without either, the foreign operation would be able to retain only 
25.5% of its net income, or less than half as much as comparable domestic 


operation could expect to retain. 
A 


Very truly yours® 


F, A, Davies 
DE: HB 
Attachments 


ESTIMATED U. S. TAXES ON DISTRIBUTIONS BY ARAMCO AND ITS 


Aramco dividends 
U. S. income tax on dividends 
Balance available for distribution 
Estimated U. S. income tax on 
distributions by stockholders 
of Aramco 
Total U. S. income tax on distri- 


butions by Aramco and by the 
‘stockholders of Aranico 


March 28, 1957 


ARABIAN AMERICAN OIL COMPANY 


SCHEDULE I 


(Thousands of Dollars) 


1950 
76,120 
4, ou 
71,176 


21,353 


26,297 


1951 
120,092 

9,378 
110,714 


33,214 


42,592 


1952 
123, 662 

9, 887 
LSet tS 


34,134 


44,021 


2953 

137,348 
10,983 
126, 365 


37,910 


48 , 893 


STOCKHOLDERS 


1954 
317,530 


24,869 
292, 661, 


7 


87,797 


112,666 


1955 
297,878 
24,979 


272,899 


81,870 


106, 849 


‘ 

1956 
300, 784 
24, 364 
276,420 


82,927 


107,291 


14, 


ARABIAN AMERICAN OIL COMPANY 


SCHEDULE II 


EFFECT OF PERCENTAGE DEPLETION ON AGGREGATE U. S. TAXES 


(Thousands of Dollars) 


Taxable net income 

Percentage depletion 

Taxable net income without percentage depletion 
U. S. income tax without percentage depletion 
Aramco dividends 

Revised Aramco dividend 

Tax on revised dividend 


Amount available for distribution by stockholders 
of Aramco 


Estimated tax on stoekholders of stockholders (at 30%) 
Total estimated tax (7 + 9) 

Total estimated taxes from Schedule I 

(Loss) in tax revenue 

Gain in tax on Aramco 


Net gain 


March 28, 1957 


1955 


339,831 
148, 167 
487,998 
61,010 


297, 878 
236, 868 


19,186 


217,682 


65, 305 
84,491 


106, 849 


(22,358) 


61,010 


38,652 


1956 
(Es imated ) 


353,178 
152, 006 
505,184 
63,233 
300, 784 
237,551 


19,242 


218,309 
65,492 
84,734 

107,291 

(22,557) 


63,233 


40,676 
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ARABIAN AMERICAN OIL COMPANY 


SCHEDULE III 


EFFECTS OF PERCENTAGE DEPLETION AND 
FOREIGN TAX CREDIT ON FOREIGN OPERATIONS 


(Thousands of Dollars) 


= 
(e) 


Oo OanN aw F W WN 


Domestic 
Foreign Operation Operation 
Without Foreign 
Without Without Tax Credit or 
Foreign Percentage Percentage 
Tax Credit Depletion Depletion Actual 
Total Earnings (gross revenue ) 724,370 724, 370 724, 370 724,370 724,370 
Expenses 
Other than Royalty 180,953 180,953 180,953 180,953 180,953 
Royalty 78,462 78,462 78, 462 78, 462 78,462 
Sub-total 259,415 259,415 259,415 259,415 259,415 
Net Income before Taxes 464,955 464,955 464,955 464,955 464,955 
Saudi Arab Income Taxes 192, 743 192, 743 192, 743 192, 743 ~ 
State and Local Taxes - ~ - - 42,000 
U. S. Income Tax 78,659 61,010 153, 527 - 154, 867 
Total Income Taxes 271,402 253,753 346,270 192,743 196, 867 
Net Income after Taxes L935 555 Zit, 202 118,685 efe ele 268 , 088 
Percent of Net Income Retained 41.6% 45.4% 25.5% 58.5% 57.7% 
Net Income per Barrel Produced 60.0¢ 33.7¢ 77.3¢ 


i] 


54.9¢ 


76,1¢ 
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ARABIAN AMERICAN OIL COMPANY 


SCHEDULE III 


EFFECTS OF PERCENTAGE DEPLETION AND 
FOREIGN TAX CREDIT ON FOREIGN OPERATIONS 


(Thousands of Dollars) 


gle 


iz, 
13. 
14, 
15. 
16, 
17. 


; Domestic 
Foreign Operation Operation 
Without Foreign 
Without Without Tax Credit or 
Foreign Percentage Percentage 
Tax Credit Depletion Depletion Actual 
Computation of U. S. Tax 
Net Income before Taxes and 
- Depletion 487,998 487,998 487,998 487,998 487,998. 
State, Local or Saudi Taxes (192,743) - (192,743) - 42,000 
Percentage Depletion 143,978 - - 148,167 148 , 167 
Taxable Net Income 151,277 487,998 295,255 339, 831 297, 831 
U. S. Income Tax 78, 659 2535 153 153,527 176, 708 154,867 © 
Foreign Tax Credit - 192, 743 ~ 192, 742 - 
Net U. S. Income Tax 78,659 61,010 153,527 -O- 154, 867 
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ARABIAN AMERICAN OIL COMPANY 


SCHEDULE III 


EFFECTS OF PERCENTAGE DEPLETION AND 
FOREIGN TAX CREDIT ON FOREIGN OPERATIONS 


(Thousands of Dollars) 


Domestic 
Foreign Operation Operation 
Without Foreign 
Without Without Tax Credit or 
Foreign Percentage Percentage . 
Tax Credit Depletion Depletion Actual 
Computation of Percentage Depletion , 
Gross Income from Property before (1) 7 (1) 
Royalty 599,855 615,086 599 , 855, 
Royalty 76,297 76,297 76,297 
Gross Income from Property 523,558 | 538,789 523,558 
A. 27.5% of Gross Income 143,978 . JAS, 167 143,978 
.Producing Expense 170,598?) 63,626 170,598 '*? 
Net Tneome from Property ~ 352,960 . 475,163 352,960 
B. 50% of Net Income 176, 480 - 237,581 176, 480 
Percentage Depletion 
(smaller of A or B) 143,978 148,167 143,978 


‘ 


(1) Gross income from the property is reduced by the portions of deductible Saudi Arab 
income taxes which are allocable to pipeline and terminal expense. 


(2) Producing expense includes the proportion of deductible Saudi Arab income taxes 
allocable to production. 


_ March 28, 1957 
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suBJECT: British Editorial comment on U.S. relationship with oil Sonat CS. ° 
; 04 ret ous ¢ Fe* ie 
i ~ Om ESO TH FE LO: yA = 
The following editorial paragraph appedred in the New Statesman an 
Nation of April 13, 1957. 


" Aramco and the Doctrine. 

After arranging for increased dollar counterpart funds for Iraq, 
ir, Richards, travelling salesman for the Hisenhower “doctrine,” is 
now in Saudi Arabia, where his arrival coincided with the American- 
Saudi agreement to extend the lease of the Dharan air-bdase. America's 
new Middle Hastern policy, in short, is making satisfactory progress. 
But in Washington, the Mahoney monopoly committee has been conducting 
investigations into one aspect of its financial background: the tax ) 
position of Aramco. It is no secret thst pressure from Aramco--the 
giant company mainly controlled by Standard of New Jersey, which 
exploits Arabia's oil resources-«has helped to shape America's 
increasingly active role in Middle Eastern affairs. What the investi- 
gation has disclosed is that the company now pays no federal income 
tax whatsoever on its fabulous revenues, which in the last full year 
touched $280 million.aMXX## And research by Air. I.F. Stone has reveal- 
ed how Aramco came to enjoy this privileged position. Under American 
law, foreign income tax paid by U.S. companies operating abroad is not 
merely a deductible item but an offsetting credit against its federal 
income tax bill. Until 1952, Amamco's agreement with the Saudi govern+y 
ment allowed the company to deduct U.S. taxes before assessing its 
income. When the Saudi government pressed for a bigger slice of the > 
profits--on the lines of the 50-50 split before tax enjoyed by 
Venezuela--an arrangement was made whereby “the increase was paid in they 
form of income tax to the Saudi government, the additional sums thus ‘ai 
being offset against U.S. taxes. In short, King Saud is being largely 


financed at the expense of the U.S. taxpayer. Mr. Stone has also Ol 
established that an U.S. tax official played a decisive role in ~N 
planning the new arrangement. The influence of the oil lobby, N 


particularly when Herbert Hoover Jr. was at the State Devartment, has , 
long been a matter of common knowledge, but e is an instance of its-=— 









detailed operation." 6] 
For the A Ol 
| A) «| 
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—PAO/AMSipicin/pab | uvorassteren, | anerene we 


ACTION COPY — DEPARTMENT OF STATE O % 
fone action office must return this permanent record copy to RM/R files with an endorsement of action taken. mM 











Air Pouch | CONFIDENTIAL DO NOT TYPE IN THIS SPACE 


PRIORITY - 








(Security Classification) 








FOREIGN SERVICE DESPATCH Lk bGa. 2LSEY yy 
FROM :  AMCONGEN, Dhahran, Saudi Arabia i — JZ oa. 10 
TO THE DEPARTMENT OF STATE, WASHINGTON. April 16, 1957 oF 
DATE 




















, LA Sd 
; 2 






1 

jple 

Gy wo 

SUBJECT: ‘ 

ARAMCC TAX AND ROYALTY ELEN : FIRST QUARTER 1957 CO? a S 

The following is a tabulation of the gross tax and 0 /ssbebll ihe ey 6:16 D 
Arabian American Oil Company (Aramco) to the Gevernment of Sa@@i Arabia from January oe 
through March, 1957, Aramco has made these figures available to the Consulate 7 E 
Geweral on a confidential basis, Loe 

. * cy 
ARABIAN AMERICAN OIL COMPANY GROSS TAX AND ROYALTY PAYMENTS TO ; ©) $ 
THE SAUDI ARABIAN GOVERNMENT JANUARY THROUGH MARCH, 1957 ‘ Sa 
of ° 





MONTH ROYALTY COMPANY INCOME TAX GROSS AMOUNT i 
January $4, 525,324 $15, 5573992 (1) $20,258,316 ( : C ; 
; Oo: 
February 4,389,338 (3) 15,715,656 (1) 20,104 4994 = 
March 4,235,710 15,715,656 (2) 39,351,366 (4) 
(1) on 1956 income ©) 
7 (2) includes $175,00 payment under Art. 7 of the Dec. 30,1950 agreement cs} 
%(3) includes $106 royalty natural gas ~J 
(4) aineludes $19,400,000 loan dated March 27, 1957 
Liha OS UT ORL EI tA NE ONES SEATS AUST EC BH S 
Assignments aut of company income tax for oil shipments to Egypt amounteu to mm 
$840,308 in February and $1,387,610 in March, 












NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT FROM 
THE ARABIAN AMERICAN OIL COMPANY 


JANUARY FEBRUARY MARCH 
$9 658,316 % 8,664,686 $32,363,756 


Detailed figures, including a statement giving the distribution of payments by 


currencies a. forwarded as enclosures to this despatch. ae = 


copies each month For Laud Consul General 
to Dept.,One to Jidda: 


Summaries of Payments in January, 
ary» and March. 


CDMULLER/m CONFIDENTIAL 


REPORTER 


/ lt Mg ACTION COPY — DEPARTMENT OF STATE ; BE 


The action office must return this permanent record copy to DC/R files with an endorsement of action taken. 
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Enclosures: 


American Vice-consul 





CONFIDENTIAL 


ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
JANUARY 1957 


Net Crude Runs from Field Storage During Month of 
December 1956 (Tons) 


Gross Amounts ds 
Royalty - Onshore 
Company Income Tax on 1956 Income 
Payment - Article 7 of the December 30, 1950 Agreement 


Total Gross Amounts Paid 
educti from Ro 3 
Repayment of Saudi Government Railroad Construction Costs 
Repayment of Export-Import Bank Loan 


Total Deductions from Royalty 


Assignment Out of 1956 Income Tax 





U. S. Dollars 
Pounds Sterling 


baeFosutk? Woe 160 


Despatch No. 


Dhahran 


8h 4/16/57 


Sa 1h05049 


$ 4,525,324 
15,557,992 
175.900 


$20,258,316 
$ 500,000 
100,000 


$ 600,000 


—103.000,000 
$10,600,000 


£2,008 ,218 


$ 3,019,544 
—.638,772 


$2,028,218 


Excludes payments of Customs, Duties, Licenses, Permits, Visas, Personal Income 


and Jihad Taxes, and similar items. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar equivalents per 


agreements. 


Dhahran, Saudi Arabia 
February 10, 1957. 
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. ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
JANUARY 1957 


Net Crude Runs from Field Storage During Month of 
December 1956 (Tons) 


Gross Amounts Paid: 
Royalty - Onshore 


Company Income Tax on 1956 Income 
Payment - Article 7 of the December 30, 1950 Agreement 


Total Gross Amounts Paid 
Deductions from Royalty: 
Repayment of Saudi Government Railroad Construction Boots 
Repayment of Export-Import Bank Loan 


Total Deductions from Royalty 


Assignment Out of 1956 Income Tax 





U. S. Dollars 
Pounds Sterling 


SalhOs 049 


$ 4,525,324 
15,557,992 
—__175.900 


$20.258, 316 
$ 500,000 
“100,000 


$ 600,000 


10,000,000 
$10,600,000 


22.008. 210 


$ 3,019,544 
—6,638,772 


$2,008,218 


Excludes payments of Customs, Duties, Licenses, Permits, Visas, Personal Income 


and Jihad Taxes, and similar items. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar equivalents per 


agreements. 


Dhahran, Saudi Arabia 
February 10, 1957 
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ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
FEBRUARY 1957 


Net Crude Runs from Field Storage During Month of 


January 1957 (Tons) 


Gross Amounts Paid: 
Royalty - Onshore 


Royalty - Natural Gas 
Company Income Tax on 1956 Income 


Total Gross Amounts Paid 


Deductions from Royalty 


Repayment of Saudi Government Railroad Construction Coste 
Repajment of Export-Import Bank Loan 


Total Deductions from Royalty 


ee ere Out _of Company Income Tax: 


ssignment Out of 1956 Income Tax 
Oil Shipments to Egypt 


Total Assignment Out of Company Income Tax 


Total Deductions 





NET FUNDS 


SAUDI _ ARAB GOVERNMENT 


FROM THE ARABIAN . CAN OIL COMPANY 


U.S. Dollars 


Pounds Sterling 
French Francs 


Saudi Riyals 


Excludes payments of Customs, Duties, Licenses, Permits, Visas, 


Distribution of Net Funds by Currencies 


Personal Income and Jihad Taxes, and similar items. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar equivalents 
per agreements. 


Dhahran, Saudi Arabia 
March 10, 1957 


CONFIDENTIAL 


Page 1 to 
Ene losure 


IOs 


Despatch Vo. 


Dhahran 


2 


a), 


to 
4/16/57 


2,663,466 


$ 4,389,232 
106 
15,715,656 


$20,104 ,994 


$ 500,000 
100,000 


$ 600,000 


$10,000,000 
840, 


$10 840, 308 
$11,440, 308 


$ 8,664,686 


$ 1,963,409 
6,543,507 
157,664 
106 


$ 8,664,686 
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ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
FEBRUARY 1957 


Net Crude Runs from Field Storage During Month of 


January 1957 (Tons) 2,663 466 

Gross Amounts Paid: 
Royalty - Onshore $ 4,389,232 
Royalty - Natural Gas 106 
Company Income Tax on 1956 Income 15,715,656 
Total Gross Amounts Paid $20,104 ,994 





Deductions from Royalty: 
Repayment of Saudi Government Railroad Construction Coste $ 500,000 


Repa; ment of Export-Import Bank Loan 100,000 


Total Deductions from Royalty $ 600 ,000 
Assignment Out of Com Income Tax: 
liga Out of 1956 Income Tax ag ee 


Oil Shipments to Egypt 


Total Assignment Out of Company Income Tax $10,840, 308 
Total Deductions $11,440, 308 





NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT si ad 
FROM THE ARABIAN AMERICAN OIL COMPANY $ 8,664 686 


Distribution of Net Funds by Currencies 


U.S. Dollars $ l; 963,409 
Pounds Sterling 6,543,507 
French Francs 157,664 
Saudi Riyals _______-106 


8 664 ,686 
Excludes payments of Customs, Duties, Licenses, Permits, Visas, 
Personal Income and Jihad Taxes, and similar items. 


Amounts are stated herein in U. S. Dollars or U. S. Dollar equivalents 
per agreements. 


Dhahran, Saudi Arabia 
March 10, 1957 
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CONFIDENTIAL 


Despatch No, 


Snclosure Mo, 3 


to 
8h 4/16/57 


Dhahran 
ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
MARCH 1957 
Net Crude Runs from Field Storage during Month of 
February 1957 (Tons) 2,570, 306 
Gross Amounts Paid: 
Royalty. - Onshore $ 4,235,710 
Company Income Tax on 1956 Income 15,715,656 
Loan Dated March 27, 1957 19,400, 000 
Total Gross Amounts Paid $29,351,366 
Deductions from Royalty | 
Repayment of, Saudi Government Railroad Construction Costs $ 500,000 


Repayment of Export-Import Bank Loan 


YW. 


Total Deductions from Royalty 





Assignment Out of Company Income Tax: 
Assignment Out of 1956 Income Tax 
Oil Shipments to Egypt 


Total Assignment Out of Company Income Tax 
Total Deductions 


NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
FROM THE ARABIAN AMERICAN OIL COMPANY 
- : 


U.S. Dollars 
Pounds Sterling 
French Francs 


Excludes payments of Customs, Duties, licenses, Permits, Visas, 
Personal Income and Jihad Taxes, and similar items. 


100, 000 


$___ 600, 000 


$ 5,000,000 
1,387,610 


$ 6,387,610 
$ 6,987,610 


$32,363,756 


$15,770,052 
16,436,040 
157,664 


$32.4363,756 


Anounts are stated herein in U.S. Dollars or U.S. Dollar equivalents 


per agreements. 


Dhahran, Saudi Arabia 
April 10, 1957 
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ARABIAN AMERICAN OIL COMPANY 
PAYMENTS TO THE SAUDI ARAB GOVERNMENT 
MARCH 1957 


Net Crude Runs from Field Storage during Month of 
February 1957 (Tons) 


Gross Amounts Paid: 
Royalty ~ Onshore 
Company Income Tax on 1956 income 
Loan Dated March 27, 195" 


Total Gross Amounts Paid 
Deductions from Royalty: 


Repayment of Saudi Government Railroad Construction Costs 
Repayment of Export-Import Bank Loan 


Total Deductions from Royalty 


Assignment Out of Company Income Tax: 
Assignment Out of 1956 Income Tax 
Oil Shipments to Egypt 


Total Assignment Out of Company Income Tax 


Total Deductions 


NET FUNDS RECBIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
FROM THE ARABIAN AMERICAN OIL COMPANY 


U.S. Dollars 
Pounds Sterling 
French Francs 


Excludes payments of Customs, Duties, Licenses, Permits, Visas, 
Personal Income and Jihad Taxes, and similar items. 


2,570,300 


$ 4,235,710 
15,715,656 
19,400,000 

$39,351,366 

$ 500,000 


100, 000 


$___ 600, 000 


$ 5,000,000 
1,387,610 


$ 6,387,610 
$ 6,987,610 


$32,363,756 


$15,770,052 
16,436,040 
157,664 


$32,363,756 


Anounts are stated herein in U.S. Dollars or U.S. Dollar equivalents 


per agreements. 


Dhahran, Saudi Arabia 
April 10, 1957 
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DEPARTMENT OF STATE 


Memorandum of Conversation 


pate: April 18, 


SUBJECT: Income Tax and Other Items 





Mr. James T. Duce - Aramco 


PARTICIPANTS: wr, Homer Mueller - Aramco 
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lr. David D. Newsom - NE a 
Mr. William C. Lakeland - NE ae 
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Mr. Duce, accompanied by Mr. Mueller, called at his request for CY 
a discussion on matters of current interest. Mr. Duce brought with Oj 
him copies of two telegrams he had just received, one from the manager 
of Tapline relating to the situation in Jordan, and the other from 
Aramco in New York relating to the ICFTU complaint against Saudi 
Arabia to the Social Committee of ECOSOC. Mr. Duce left copies of 
the two telegrams. (attached) 


The main purpose of his visit, Mr. Duce soon made apparent, was to C 


wee discuss the matter of Aramco's position with regard to its decision in L. 


1950 to make itself liable for Saudi income tax. (Aramco officials a 
were recently subjected to close questioning on this score by members Cc 
of the O'Mahoney Committee, and the President was asked about it in a 
press conference by Mr. Morgan of ABC.) 


Mr. Duce asked whether Mr. Newsom thought Aramco should make any 
kind of a public statement on the matter. He said that he, personally, : | 
was against it but that the New York Office was drafting a statement 
for possible release, 


A 
Mr. Newsom replied that that would nae ‘to be a qompany decision. \ 
: oS 
cy Mr. Duce went on to state that the matter had ieee discussed _ i 
2 with the State Department in 1950. In reply to a ques{ion om Tir. Newsom, : 
; a he said . ~ 
es — fhe ge JR, 
/ ae a a 
CONFIDENTIAL x 
~*~ 
iN 
GPO 912677 
a ie 


CONFIDENTIAL 
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he said that discussions had been held with Mr. McGhee and his asso- 
ciates at the time when Aramco was considering the negotiation of a 
50-50 agreement with Saudi Arabia. The acceptance of liability for 
Saudi income tax was a part of the 50-50 proposition as worked out at: 
that time. The question had also been discussed in 1950 with the 
Internal Revenue Service, Mr. Duce said, and while the Revenue people 
had made no commitments neither had they raised any objections to the 
idea. Moreover, the company's income tax has for several years been 
paid and accepted on this basis. Furthermore, said Mr. Duce, divi- 
dends to the parent companies pay an 8 1/h% tax to the U. S. Treasury 
and the U. S. Government still receives about (3100 million dollars in 
taxes from the Aramco operation. 


Mr. Duce said that if Aramco were pressed on this issue, the 
company might have to lay the facts before the Byrd Committee. 


Mr. Newsom said that he would try to locate the Department's 
records on the 1950 discussions. Mr. Duce agreed that that was 
advisable and said he would look up his own records. 


“ye 
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ARAMCO NY APRIL 18 1957 
JT DUCS ARAMCO WASH 
NW=,39 
CONFIDENTIAL 
FOLLOWING SENT G OWEN COPY KEYES QUOTE 


UNNUMBERED. 1. UN ECOSOC DECIDED REFER ICFTU COMPLAIN? AGAINST 
SAG TO SOCIAT, COMMITTEE OF ECOSOC. PROBABLE IT WILL COME UP THAT COM- 
MITTEE MIDDLE NEXT WEEK, UNDERSTAND ROM SOURCE IN UN SECRETARIAT 
THAT ICFTU REPRESENTATIVE HERE WISHES TO SPEAK ON QUESTION. FURTHER 
UNDERSTAND USG WOULD STILI: PREFER MATTER BEING HANDLED IN PROCEDURAL 
FASHION. ALL CONCUR IN BELIEF IOJEVER, THAT RESPONSE FROM SAG WOULD 
MASE MATTER CONSIDERABLY. 


2. RE TALKS WITH KOTSCHNIG AND KHAYYAL LAST FRIDAY TOLLOWINu IS 
TEXT MY SUGCESTIONS TO KHAYYAL FOR YOUR OWN PRIVATE INFOR ATION 
AND THAT Ol AMBASSADOR WADSWORTH 


WREFERENCE IS MADE TO YOUR EXCELLENCY'S COMMUNICATIONS 
REGARDING THE ATTITUDE OF THE GOVERNMENT OF SAUDI ARABIA TOWARDS 
THE ECONOMIC AND SOCIAL COUNCIL'S RESOLUTION 575 A /XIX/. ON BEHALF 
OF MY GOVERNMENT, I AM INSTRUCTED TO INFORM YOU THAT THE SAUDI ARABIAN 
GOVERNMENT CONSIDERS THAT THE MATTERS REFERRED TO IN 
THE ALLEGATIONS WHICH LED TO THE PASSAGE OF THE ABOVE RESOLUTION 
ARE SOLELY WITHIN THE DOMESTIC JURISDICTION OF SAUDI ARABIA. 
MOREOVER, INASMUCH AS SAUDI ARABIA IS NOT A MEMBER OF THE INTER- 
NATIONAL LABOR ORGANIZATION NOR A PARTY TO THE CONVENTION ON 
FREEDOM OF ASSOCIATION, IT DOES NOT BELIEVE IT WOULD BE APPROPRIATE 
FOR A SUBSIDIARY BODY OF ILO TO MAKE INQUIRIES. UNDER THE CIRCUM- 
STANCES, THEREFORE, THE SAUDI ARABIAN GOVERNMENT IS UNABLE TO GIVE ITS 
CONSENT TO THE FORWARDING OF THE COMMUNICATIONS CONTAINING THE ALLEGATIONS 
TO THE GOVERNING BODY OF THE ILO. THIS VIEW ALSO APPLIES TO THE 
ALLEGATTONS CONTAINED IN DOCUMENT E/2951, DATED 12 FEBRUARY 1957, 


AT THE SAME TIME MY GOVERNMENT IS PLEASED TO INFORM TYE COUNCIL 
THAT TUE CONDITION OF LABOR IS STEADILY IMPROVING IN SAUDI ARABIA. 
MY GOVERNMENT IS DOING WHAT IT CAN TO ASSIST IN THESE IMPROVEMENTS. | 
COUNCIL MEMBERS WILL RECALL THAT SAUDI ARABIA HAS WITHIN ONLY ONE 
GENERATION BEEN CONFRONTED WITH MANY NEW PROBLEMS. THE SAUDI 
ARABIAN GOVERNMENT BELIEVES THAT THE CONDITIONS OF LABOR WILL 

NOW EASITY STAND FAVORABLE COMPARISON WITH THOSE IN MANY OTHER 
COUNTRIES." . 


CONFIDENTIAL 
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3. . DURING TAL WITH AZZAM THIS AFTERNOON HE SAID THAT APPROACH 
BY WADSWORTH TO KING OR CROWN PRINCE MIGHT CLARIFY PROBLEM, AM SO 
INFORMING US DELEGATION HERE TONIGHT AND DUCE WILL DO SAME WITH 
STATE THURSDAY MORNING. 

4. U.S. DELEGATION WOULD WELCOME ANY ADDITIONAL INFORMATION TO 
CLARIFY ARAMCO'S POSITION RE ICFTU CHARGE THAT STRIKE TOOK PLACE BE- 
CAUSE ARAMCO WAS HIRING TOO MANY FOREIGN EMPLOYEES CONTRARY TO OUR AGREE 
KENT. PLEASE ADVISE SOONEST. 

UNQUOTE 


SKG KOOPER ARAMCO 


SKCK/HR 


end 


CONFIDENTIAT, 


Beirut, Lebanon 
April 18, 1957 


As of noon 17th Jordan situation quiet with business as usual. Few 
minor unimportant disturbances. Strict martial law in effect. Abu Nuwar 
resigned and now in Damascus. General Hayari new Chief of Staff. 


Opinions differ with respect significance latest developments. 
Optimistic view is that conservative trend will continue leading eventually 
to invitation to Richard's Mission. Others including American Embassy 
group have reservations concerning strength of King's group. Consensus 
is that Ieraeli threat constitutes restraining influence against major dis- 
turbances west bank. 


, Situation Syria unchanged with political stalemate in government 
and Army continuing. 


situation Lebanon quiet with opposition trying to regroup. 


Meeting between Lebanese, Syrian Government representatives 12th 
to discuss Tapline negotiations resulted in communique stating in effect... 


(1) The two parties achieved identity of views and demands. 


(2) Agreed to constitute a single party for purpose coming negotiations 
with Tapline and will invite Jordan to subsequent conference with object 
unifying policy of.three countries towards company. 


(3) Would set further meeting with company representatives for purpose 
concluding negotiations. Additional confidential report of meeting indicates parties 
agreed on strong stand for retroactivity Syrians pressing for 1952 effective date 
and Lebanese preferring December 1955 latter being date of Syrian letter de- 
manding revision of agreement. Little discussion question of Lebanon, — 

Syrian equal sharing this principle apparently being accepted by both sides. 
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DATE: April 25, 1957 
SUBJECT: Saudi Arabian Petroleum Affairs ois 
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Mr. Duce said first his firm had received a letter from a firm 
in Holland offering a supply of arms and ammunition to Aramco. Nr. 
Duce said he was very suspicious of this as an effort to implicate 
Aramco and that Aramco made a blunt negative reply. The letter was 
received from: J. L. Don, Rotterdam, Svetendaalschweg 35, Holland. 
‘ c 
Mr. Duce gave Mr. Newsom two telegrams, one dealing with U 
Japanese activities in Saudi Arabia and the other dealing with the ~ 
personal income tax problem for Aramco personnel. These telegrams Cc. 
are attached. 


4 


In answer to Mr. Newsom's question on whether Saudi Arabia had 
paid anything to Jordan, Mr. Duce said he had been advised by a 


Saudi Arabian source that the King would make the full payment of 
five million pounds within a very short time. 
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In response our inquiry re UP dispatch Tariki's office 
states publicity re new concession to Japanese firm untrue. 

Permission for firm send two or three geologists for 
period six months in order evaluate petroleum possibilities outside 
our concession area granted. At end six month period Jap firm will 
submit report on findings and may begin negotiations to obtain con- 
cession. 

Although legal advisor Shammah at one time referred this 
arrangement as "option'' we of opinion term used loosely because 
trend of discussion did not indicate payment for exploration privileges. 

No reference made to specific areas such as offshore. 

Petroleum Minister office inclined treat matter lightly and 
Qabbani Acting Director General in Tariki's absence had never heard 
of subject. Understand Jap representative visited Riyadh for two days 
and did meet King but according employee petroleum minister office 


who accompanied him negotiations were not discussed. 
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IN MEETING 21ST RE PERSONAL INCOME TAX WITH TWO OWENS 
AND HENRY, SURUR STATED HE AND LEGAL ADVISERS TO COUNCIL OF 
MINISTERS AGREED WITH COMPANY CLAIM OF EXEMPTION AS INDIRECT TAX 
ON COMPANY; THAT LEGAL ADVISER TO PERTOLEUM MINISTER TOOK CONTRARY 
VIEW; AND THAT MATTER NOW REFERRED BY COUNCIL TO "EXPERTS" FOR 
REPORT, ALSO AGREED COMPANY SHOULD NOT WITHHOLD AND VERBALLY 
ASSURED GROUP IN UNEQUIVOCAL LANGUAGE THAT SHOULD GOVERNMENT NOT 
ACCEPT COMPANY POSITION NO ATTEMPT WOULD BE MADE TO APPLY AGAINST 
EMPLOYEES FOR PERIOD PRIOR TO DATE OF GOVERNMENT DECISION. 

FOR YOUR INFORMATION LAW DOUBLING ZAKAT PASSED AT SAME TIME 
THAT PERSONAL INCOME TAX WAS INCREASED HAS BEEN REPEALED AND STRONG 
RUMOR THAT COUNCIL ALSO CONSIDERING REPEAL JIHAD TAX ALSO PASSED 
SAME TIME. 

IN VIEW ABOVE WE PLAN NOT REPEAT NOT COMMENCE WITHHOLDINGS 
PENDING DEVELOPMENTS ALTHO RECOGNIZED WE HAVE NO ASSURANCE SURUR 
THINKING WILL PREVAIL. WE FEEL ANY OTHER COURSE WOULD PREJUDICE 
LIKELIHOOD AVOIDING RETROACTIVITY AND WHATEVER CHANCE THERE MAY BE 
FOR HAVING THE TAX REPEALED OR NOT APPLIED AGAINST COMPANY EMPLOYEES. 
INFORM EXCOM AND ADVISE. 
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ij Mobil Oil Cairo anticipates Shell, which distributes in Saudi 
1, rabia MCO products purchased through Mobil Oil, will be 
forced shortly withdraw from Saudi Arabia because of Shell 
operations in Israel. Shell's present agent, Ashmahui, he 
of Saudi Arabian Markets Company, desires form new company 
take over both Shell and Mobil Oil distribution Saudi Arab 
and: proposes Mobil Oil supply all capital but give him 50 
percent profits. Ashmahui reportedly close to King and Mobil 
Oii fears former may be able through connections bring pressure 
on .ARAMCO or Mobil Oil to gain his purpose. 






Mobil's agent and sub agent Saudi Arabia whom Ashmahui desires 
force out of business are respectively Ali Reza and Sheik El 
Hamidi, also with royal connections. Mobil Oil Cairo believes 

Reza and Hamidi could count on their royal connections sufficiently 
to resist Ashmahui successfully but would appreciate any infor- 
mation available regarding relative strength contestants in 

this connection. 


Since Mobil oil has been most cooperative here information- 
wise, Embassy would appreciate such information or observations 
as might be discreetly passed on. 
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Mr. Newsom called Mr. Stevens by telephone and referred to a 
previous conversation in which Mr. Stevens had inquired about the 
rumor that the Japanese had been granted an oil concession in 
Saudi Arabia. Mr. Newsom said that word had now been received from 
the imbassy in Jidda that the Japanese had merely been given the 


right to examine geologically those areas not now covered by 
concessions, 


Mr. Stevens ‘said he had received’ the same word from his 
representative in the area, 
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SUBJECT: 


Retirements and promotions at ARAMCO 


The retir@ment of Floyd W. an after some 22 years with 
ARAMCO, has brought with it several changes company management,4 2 
in the field. On April 15, 1957 Mr. Garry Owen, Representative bs 
to SAG resident in Jidda, replaced the retiring Mr. Ohliger as. 
head of Concession Affairs. The next day Mr- en was also 
appointed to the vacant Vice Presidency. He still does not 
completely fill the position ‘vacated by Mr. Ohliger since he has 
not been made a member of the Board of Directors. The effect of 
Mr. Owen's promotion is a subject of some speculation in the 
lower ranks of company management. He is considered a good man 
for the job and a logical replacement by the Aramcans who have 
talked to the reporting officer. However, they are wondering 
whether he will have as much influence on company policy as did 
Mr. Ohliger since he, Mr. Owen, does not "have Mr. Davies' 
(Chairman of the Board) ear" as did his predecessor. 


Garry Owen's place as representative to SAG will be filled 
by Thomas C/Bgrger who has been Acting Assistant District Manager, 
Dhahran. It is planned that Mr. Barger will continue to reside 
in Dhahran rather than move to Jidda. R.M. Henry-has been made 
Concession Affairs Representative and will live in Owen's house 
in Jidda for the next several months until ARAMCO decides 
whether to open a permanent SAG Rep offjce in Riyadh. The company 
now keeps two hotel rooms in the Hotel Yamamah in Riyadh, one 
used as a bedroom and one as an office, for company officials 
in the capital on business. 
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Before Mr. Barger became Acting Assistant District Manager- 
Dhahran he was the Director of Local Gov ent Relations. This 
job is now being filled by Kenneth R. Webster who has been in it 
in an acting capacity for some months. N.4<Scardino has been 
named Dhahran District Manager and J.D. Symons has been designated 
his assistant. by es 
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One effect of Mr. Ohliger's retirement and the coming | 
retirements of such persons as Roy Lebkicher and Col. William 

A. Eddy has been a general feeling among the older employees 

of the company that the pioneering period is drawing to a close. 
Management is largely "new" (post World War II) and few of the 
men who were with the company in the thirties are left. "Things 
are not as interesting as they used to be around here." 


For the Consul General: 
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Mr. de Laboulaye asked about the report that ARAMCO had loaned 
twenty-five million dollars to Saudi Arabia. Mr. Newsom explained 
that this was essentially a company matter and that he knew only the 
broad outlines of tha, transaction. He said he understood, however, 
that it had been the result of pressure placed on the company by 
Saudi Arabia following the interest-free loan of twenty-five million 
pounds which the Iraq Petroleum Company had given to Iraq. 


Mr. de Laboulaye said-he inquired because the French Financial 
Attache in Beirut had reported that this loan had-been ‘siven to Saudi 
Arabia to assist Egypt with arms purchases from the Soviet Union. Mr. 
Newsom said he knew that Saudi Arabia had financial needs of its own 
and that it seemed to him very unlikely that the King would advance any 
money to Egypt at this time. “Mr. de Laboulaye said he, himself, thought 
the story false. He said it appeared to be part of the suspicion that 
existed in the French Government about ARAMCO. 


Mr. de Laboulaye then mentioned the charge that the French Government " 


had made that ARAMCO was helping Algerian nationalists. Nr. Newson 
said he thought that had been adequately denied by the company. Mr. 
de Laboulaye said this was true, but that the French Government had 
never issued any official denial of its earlier charges ang the story 
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oi still believed in much of the French Covernment. He said had LP 
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asked Iir. rineau about it andir. Pineau said, as far as he knew, the 
story was false, but the Government had not issued a formal denial 
because "perhaps one did not yet know al] the facts." 


Mr. de Laboulaye inquired about the two ‘renchmen imprisoned in 
Saudi Arabia for sabotarre at the al Kharj arsmnition plant. Mr. Newson 
said the Ambassy in Jidda was in touch with the Ttalian #mbassy on this 
matter and had concluded, for the moment, that U.S. intervention would 
not assist. The Italians, he said, were seekin~ an appronriate oppor- 
tunity to intercece for the men, and had reported that the men were 
apparently being satisfactorily treated. Jn answer to a avestion, ir. 
Newsom seid that an appropriate opportunity did not arise to discuss 
the matter with the Kinz durin: his recent visit. 
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lir. Mueller said the American Jewish Congress had now broucht 


suit before the New York State Commission Against Discrimination _ dant 


against ARAMCO. The Memorandum of Taw submitted by the American” __ 


Jewish Congress (attached to original only) noted that, when this 2“ W EF 





question arose before the Commission in 1950, the Conmiss’ on dismissed 
the complaint "in reliance upon a representation by an official of the 


) State Department as to the importance at that time 'of not having any-= 


2 - thing interfere with the existing relationship between the Arabian 
*, > Government and the Arabian American Oil Company....!" | 


> ; 
Mr. Mueller asked whether we could tell him what tHe artment 
had done at that time and whether the Department would De ing to 
make gisimiterfppresentation at this time. . 
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Mr. Mueller recalled to Mr. Newsom that ARAMCO had for a long vl 
time been under fire from grouos in New York which charged that it ? 
was in violation of the New York State Fair Employment Practices Act 
‘because it inquired of the religion of applicants for employment. 
ARAM“O, Mr. Mueller explained, had felt itself obliged to.do this 
since persons of the Jewish faith were not permitted to enter Saudi _ 
Arabia and the question of religion, therefore, was related to a ‘ 
bona fide occupational qualification. ‘oe 
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lr. lLewsor: said he would have to check the files related to the 
1960 case. As for the rresent problem, he said, he woulc discvss the 
matter with the eval Adviser's Office, but it was his initial view 
hat the Department would probably prefer not tc become involved. ‘le 
said the Denartment had mace clear its position on this matter to the 
american Jewish Conrress and to many others who had written in rrotest 
avainst the Sauci Arabian le Bran 


ir. ilewsom said the Uenvartment had, further, made aaa gine ae ns 
to the Saudis on these restrictions on several occasions. He said he 
thought it might do no harm for AttAl.cO to ment*.on its problem to the 
Saudis as a further indication of the extent of the »roblem caused by 
these regulations. He said, further, that, when mentioning this vrob- 


Jem to the Saudis, ARAIMSO might wish to ask for a cony of the regulations 


which govern their present nractice. He said the Departmert had, on 
several occasions, requested these reg’ations, but without success. 
With the regulations in hend, it wight be easier for ARAICC to demon- 
ctrate that the religious issue was, indeed, related to the occunaiional 
qualifications of their employees. 


lir. Newsom vromised to discuss the matter further with others in 
the Uepartment, includinz the Teval Adviser's office. 
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- Cy 
EMBASSY WOULD NOT (REPEAT NOT) LIKE BECOME INVOLVE. THIS MATTER so 
SINCE SOLUTION ONE OF CHOICE BY MOBIL WHO UNDOUBTEULY BENEFITTING gy 
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Shipment of O11 Products from Rahrain to Israel Forbidden 





The Political fpent, Bahrain, sent his letter 15311/6/57 of Vay 27, 1957, re- 


produced below, to lr, lM, FB. LIF, fiesident Vice-Fresident of Bi PCO, re shipment 
of oil oroducts to Israel: 


} r 
K @ Zz 
Department please pouch to: Ralgh K,. Lewis a) 


RKLewis: js 


"Ny dear Lipp: 


"hen you were here a few days aro I mentioned that the liuler of Lah- 
‘ . mere co ee a 2 
rain had received a letter from Kine Saud in larch about the suorly of crude 
oil to Tilat, the Israeli port on the Gulf of Akaba, in the Anerican tanker 


Kern Hills. King Saud's letter to Chaikh Salinan enclosed the text of a state- 


ment which King Saud subseavently published expressing strong disapiroval of 
this delivery of oil ‘to Bilat in the Americen tanker Ker !'ills and calling 
upon all the Persian Gulf oil producing states to ensure that none of their 
oil went to Israel. As far as I recall, Iraq, Kuwait, Bahrain and CGatar were 
mentioned in King Saud's statement and in the letter he requested Shaikh Sal- 
man to vrevent any of his oil going to Israel. At the tine Shaikh Salman 
told me that he proposed to reply to King Saud referring to his owm Ordinance 
(No. 83/1375 of December llth, 1955) forbidding anv relations between Bahrain 
and Israel, I understand from you that no apvroach has been made by Shaikh 
Salman to you about not celivering oil to Israel. No doubt however vou will 
make your own arrangements on this point, for althoush the ordinance is tech- 
nically not aonlicable to the Bahrain Petroleum Company which is a foreirn 
firm you will obviously wish to follow its spirit. 


"Yours sincerely, 


"Charles A, Gault" 
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Mr. Duce referred to reports his company had received of Japanese 
interest in a concession in Saudi Arabia. ‘These were now followed, he 
said, by reports that the Japanese were consulting the Italians and the 
West Germans about possible joint efforts in the Middle Mast. Mr. 
Newsom said he knew nothing of these reports. 


In ‘this connection, Mr. Duce said, his company was also concerned 
at a report that NATO was making a study of Middle Eastern affairs. 
He said he hoped nothing would result from this study which would be 
harmful to the interests of U.S. companies. Mr. Newsom said he did 
not know the details of this study, but it was not uncommon for any 
international conference, in the present crisis, to turn its attention 
to the Middle bast. He said he was certain that, if such a study was 
taking place, American interests would be properly defended. 
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Mr. Duce telephoned to say that he had received a significant telerran 
from the field regarding ARAMCO's relations with Saudi Arabia. 


He subse- 


quently sent over the three attached documents: 


A summary cable concerning the price discussions set for June 173 
the problem of the resumption of the Onassis arbitration; and the 
personal income tax problem in Saudi Arabia, 


Paraphrase of a letter from the Minister of Finance to ARAMCO 


setting forth Saudi Arabian Government volicy on petroleum; the a 
most significant points raised are that ARAMCO sales shall not c 

be restricted to ARAMCO partners and that the 50/50 principle ie. 
will apply to all operations of ARAMCO and its parents--"up to °' ca 


the receipt of the oil by the consumer," 


Saudi Arabian Government decision on application of local income 
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Surur arrived Jiddah evening 20 May and plans depart for Cairo 
23rd May. At meetings Surur and Henry mornings 2lst and 22nd May 
following transpired: 

(1) Pri discussions. Surur stated date for commencement of 
meetings had been moved from June 10 to.June 17 because of King's pro- 
posed trip to Jordan early June which might be delayed several days. Surur 
first suggested Excom members should appear as "advisors" because Saudi 
Government wished to deal with Aramco officials. Upon being reminded that 
EXcom members were directors of Aramco Surur confirmed expressly that 
directors would be welcome. In later telephone conversation with Rashid, 
Surur said ''You may assure Mr. Davies that I will be there personally"' on 
2lst May Surur indicated letter on price discussions would be delivered 22nd 
May. Letter just received Jiddah and now enroute here. Surur stated letter 
is being written so directors may know what the problems are and come pre- 
pared to discuss. Surur volunteered that SAG might lave alternative proposals, 
Surur stated "at any rate we want to try to reach a successful conclusion which 
we have not been able to do so far". 


(2) Arbitration. Surur stated that matter had been referred to 
legal advisor of Foreign Department Abdul Monim Staff and that latter had 
been in meetings (presumably with Surur, Tariki, MacPherson) on this 
subject 2lst May and that decisions must be referred back to King. Volunteered 
that Mustaba agreed with Company position but there were others who did not. 
In later telephone conversation with Rashid, Surur stated he felt matter would 
come out alright but that it would take come time and he cautioned Company 
not to press. Henry suggested if SAG did not take some action Tribunal 
might take independent action which could embarrass both parties. Surur 
apparently did not take this seriously and believed Tribunal would not take 
action unless one party was complaining. 


(3) Personal Income Tax. Surur stated he regretted Government 
would not change its position stated im letter. Concerning retroactivity confirmed 
that due to his personal assurance he would see that personal income tax would 
not be applied against Company until lst June. During meeting instructed secre- 
tary to w rite letter to Company to that effect. 


(4) At commencement discussion 21st May Henry told Surur I 
was available and would be glad to come over to participate in discussion 
above matters and crude realization basis for settlement thru 1955 afternoon 
or evening 21st May or 22nd May. Surur stated felt no purpose would be 
accomplished and promised to have some word on above subjects for Henry 
22nd May. On 22nd May Henry again stated I anxious come for discussion 
later in day if there was slightest chance anything could be accomplished. 


Surur stated he had done as much as he could on all of matters mentioned 
and that he did not feel anything more could be accomplished this time. 
Henry stated I considered all these matters very important and indicated 
if further action seemed imperative during Surur absence I might find it 
necessary discuss directly with King. 


Will cable text or paraphrase of price discussion letter. 


H tt tt # 


Dhahran 
May 23, 1957 


Point one previous cable--paraphrase of letter from Surur to 
me follows: 


Purports to repeat SAG policy as follows: 


(1) That production be increased consistent with world demand and 
production increases in oil producing countries of world; 


(2) That in applying income tax accounts should te made on 
basis prices announced to purchasers and published; 


(3) That Aramco sales of Saudi Arab oil should not be restricted 
to parent companies, but that company should announce its prices and 
facilitate direct sale of oil to everyone who wishes to buy; 


(4) "The Government considers that both the concession given 
to your company and the agreement of dividing the profits on a 50/50 basis, 
which was concluded in 1950, give the Government the right to take lalf the 
profits resulting from all operations which constitute the oil industry, or 
the profits resulting from the operations of production, refining, transporta- 
tion to local and foreign markets, as well as the marketing operations inside 
and outside (the Kingdom) up to the receipt of the oil by the consumer, "' 
Letter continues that Government prepared to deduct expenses these operations 
from total profits before 50/50 division made; and that Government which 
‘accepts deduction of half the expenses incurred outside Saudi Arabia believes 
it has the right to share in profits resulting from these operations outside the 
Kingdom. States SAG is pleased company is studying these subjects and is 
preparing suggestions regarding methods for achieving these results. States 
SAG welcomes negotiations with Aramco representatives ''on these four bases, 
beginning Monday 17 June, 1957"; that Government believes it should hold dis - 
cussions with representatives of company to which it granted concession and 
cannot hold discussions with those "not tied to it legally or by a contract:" 
that it welcomes discussions with Aramco representatives; and that if we wish 
to be accompanied by others in capacity advisors, assistants or representatives 
of Aramco SAG will be pleased have them attend on this basis during the aaa 
coming discussions. End paraphrase, 


Surur made last point above with Henry 22 May and Henry informed 
him these men all directors of Aramco whereupon Surur seemed satisfied. 


Copies of letter being forwarded next pouch. 


CONFIDENTIAL 
MAY 23, 1957 


DHAHRAN 


RECEIVED COPY SURUR LETTER NO. 3.1530/1 OF 22ND MAY, 1957 
TO DIRECTOR GENERAL DEPARTMENT ZAKAT AND INCOMK TAX WHICH READS AS FOLLOWS: 

"WITH REFERENCE TO THE NEW REGULATIONS FOR THE REVISION 
OF THE INCOME TAX, YOU ARE HEREBY AUTHORIZED TO APPLY THEM TO THE 
EMPLOYEES OF THE ARABIAN AMERICAN OIL COMPANY AS OF THE 1ST OF JUNE, 
1957", IN VIEW SURUR ASSURANCES AND OUR LETTER 11TH MAY, 1957 WE 
INCLINED VIEW SURUR INSTRUCTIONS AS ENCOMPASSING SERVORG EMPLOYEES AS 
WELL AS ARAMCO EMPLOYEES, 

(1) SECOND QUARTER PERSONAL INCOME TAX DEFOSIT DUE JULY 
15TH MUST DETERMINE COURSE WE WISH FOLLOW PRIOR THAT DATE AND IF WE ELECT 
RESIST ADVERSE DECISION SHOUD SO STATE IN LETTER TO SAG NEXT FEW WEEKS, 
AMONG ALTERNATIVES ARE: ONE ACCEPT WITHOUT RESERVATION OF RIGHTS: TWO 
ACCEPT WITH RESERVATION OF RIGHTS: THREE ATTEMPT TO REOPEN DISCUSSIONS: 
FOUR ACCEPT WITH RESERVATION OF RIGHTS AND REQUEST ARBITRATION: FIVE FAIL 
TO ACCEPT AND REQUEST ARBITRATION: SIX ACCEPT WITH RESERVATION OF RIGHTS 
AND TREAT AS EXACTIONS LEAVING NEXT STEP TO GOVERNMENT. 

OUR INFORMATION HERE INDICATES POSSIBILITY JIHAD MAY BE 
REPEALED NEAR FUTURE. SUCH WOULD DESTROY ONE OF ARGUMENTS IN GOVERNMENT!S 
LETTER 16TH MAY AND POSSIBLY AFFORD OPPORTUNITY REOPEN DISCUSSIONS, 

OUR FEELING IS WE SHOULD COMMENCE WITHHOLDINGS FROM JUNE 
SALARIES WHICH WOULD BE CONSISTENT WITH ALL COURSES ABOVE EXCEPT FIVE. 


IF THIS DONE APPEARS TO CLEAR IMPLEMENTATION OF NEW COMPENSATION PACKAGE 
FOR FIELD AND AOC. 


meg ae 


DECISIONS AS TO APPLICATION AMENDED COMPANY TAX AGAINST 

SERVORGS WILL DEPEND IN LARGE EXTENT ON DETERMINATION AMONG COURSES 
SUGGESTED ABOVE. 

(2) BELIEVE WE SHOULD AT LEAST RESERVE OUR RIGHTS TO REOPEN 
OR TAKE TO ARBITRATION IF EXPERIENCE PROVES APILICATION NEW TAX RESULTS IN 
VIOLATION ARTICLE 21 OR IF IT PROVES TO BE DISCRIMINATORY DUK TO REPEAL 
OF JIHAD OR OTHER CAUSE. IF GOVERNMENT INSISTS ON POINTS THREE AND FOUR 
TO EXTENT REQUESTING ARBITRATION IT MIGHT BE WE WOULD WANT TO INCLUDE THIS 
POINT IN GENERAL ARBITRATION OF OUTSTANDING ISSUES, 


ASSUME YOU WILL #&XPLORE WITH EXCOM NEXT WEEK. 
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andum + UNITED STATES GOVERNME 


: NEA - Mr, Wi1Liam\,/Rountree DATE: May 28, 1957 


b 
: NE - Fraser Wilkins Qp a A 


ge gae es) 
Call by Mr. Gary Owen Gs” 4 
4 
Discussion: % 


Mr. Gary Owen, recently appointed Vice President for Concessionary 
Affairs of the Arabian American Oil Company, will call on you at 2 p.m. 
Friday, May 31. 


Mr. Owen is in the U.S. for final consultation with the ARAMCO 
Executive Committee before vroceeding to Saudi Arabia to assume his 
new duties at Dhahran. He is succeeding Mr. Floyd Oligher, who is 
retiring. 


Mr. Owen has for a number of years been the Jidda representative of 
ARAMCO, During this time he has worked closely with our Embassy per- 


sonnel and has in many ways been our principal link in Saudi Arabia J 


with the company. 


In his new position, he will be primarily responsible for relatio 
between ARAMCO and the Royal Court. His first major problem will be a 


series of negotiations beginning with the Saudi Arabian Government on 


June 17. These negotiations stem from certain past differences over 
prices and from a new policy statement by the Saudi Arabian Government 
that the 50-50 principle should extend to marketing as well as 
producing operations. 


Recommendation: 


1. That you express appreciation for Mr. Owen's past cooperation 
with Ambassador Wadsworth and our Embassy personnel in Jidda. 


2. That you state our general satisfaction with the policies which 
King. Saud has pursued. over the past year and our hope that he will 
continue to be an important moderating force in the Arab world. 


3. That you state we have been most appreciative in the past of 


_the exchanges of information with ARAMCO on relations with the King 


and express the hope that these exchanges may continue. 
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SUBJECT: PETROLEIM: Expansion of _Tapline capacity and Saudi Arabian 3 A, 


Production (Safaniva ) hips tr 
Pegin UNCLASSIFI“D 


SUMMARY The capacity of Tapline is expected to reaeh 450,000 RPI) by set 
of this year and by March of 1958 should reach 185,000 BPD. Production at the 

Safaniya offshore field is expected to reach 115,009 BPD in early 1958 and 175,000 
BPD by July 1, 195€. Tentative consideration °“s being given further increase of the QO 
S3faniya System. 0 


The installation of one sas turbine pumping unit at Tufiah, two gas turbine 
units at Nariye and a 180,000 Bbl tank at Nariya is expected to be completed by ny) 
framco before September 1, 1957, At ebout the same time Tapline will have Ol 
accomplished the installation of gas turbine units at exch of their internediate 
station locations, The addition of this equipment will permit a nominal pumping Ol 
rate of 450,000 BPD over the Aramco-Tapline system. hig 

A further Aranco-Tapline project calls for the installation of two gas 


turbine pumping units at Turaif. The four diesel pumping units now at Turaif will " 
be transferred one esch to Nariya, Qaisumah, Rafha, and Badanah. This move, ND 
scheduled for completion late in the first cuarter of next year, will increase the Cr 
capacity of the system to 485,000 BPD, GC 

~ 


Aramco's offshore Safaniy> field presently consists of 22 completed wells, 
one of which is on 'observation' status, One additional well is now being drilled, 

Production from Safaniys begen April 17, 1957 at a rate of 50,000 BPD, The 
first oil from this field was loaded onto a tanker at Ras Tanuz.2 on Mev 5, 1957. 

Because of its heavicr weight, 27°API average, and 'sweet! (free of 
sulphur compounds) characteristics, Safaniya crude is a more desirablé. product 
fer today's markets than the oil produced elsewhere in Saudi Arabia. 

The present production and shipping rate of Safaniya crude is 55,000 RFD, 
scon to be 85,000 BPD and next year, probably in January, 115,000 BPD, This” 
115,000 DID »roduction rate should be attained when three gas turbine™ pumpiny 
units and flowlines to 9 additional wells ere installed. 


The -oxt inerement of expansion for Cafeniya is scheduled for conisbetdion 
July 1, 1958 and will allow for an increase of offshore production to some j 


175,000 BPD, To reach this ficure the follo one ew facilities are required; 5 


=) 


@ wells and flowlines, a separator vessel anc Bbl spheroi’, 1 gas tiibine 
wiit at Safaniya and |, gas turbines or the ale, oe Tanura pipeline: an the 
vicinity of Khursaniyah. | 
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Anecillarv facilities for Sefentva toi he comvletse witiir the eoriv> vear ars 
hearse nier ard 1 fles’ evapomtor, The i titer unit «711 seve the rresent Lor» 
havlarce of drinking :":t7r into the ares, 


End UNSLASSTRIED 
Regtr CONFIDENTT AT 


Tentative ccnsideration is now being given by the Aramco Foerd -f Directors 
to meacvres designed to increase tre Safanivn svstem to 2 c2racityv of 320,000 BF, 
This thinking visvalizes 16 to 70 more wells ard flowlines, © new offs -sre trvunk— 
line, another cerarator ves3<«? =n? rrobedt 'Lloopine!t most of the Safiniva-— 
ow ime, Fwen if avproved ir the near future, suc’ 3 
svotsct could not se sonnleted before 1969, 

The nronosale concernin? Safvniv: eice involve vlacement of 2 temporar: ean 
to t.ovse the crilling crews, constructicr crevs, anc supcertine forces “hile 
huildine the new facilities, This -oule alloy the shutdow of the rresent emmr 
qt Roe el WVishalab, | : 


Rae Tanurea -ireline with 30 


For the Consnl General: 
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Carsten 0, Muller 
: American Vice~-consul 
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FROM: Baghdad ‘ 12:41 a.m. ES 
nto : G 
= 
RMR TO: Secretary of State EE 
NO: 2046, June 7, 9 p.m. - 
Ss at 
g ES 
SENT DEPARTMENT 2046; REPEATED INFORMATION CAIRO 183, ne 
: BEIRUT 321, DAMASCUS 165, KUWAIT 17, JIDDA 164, TEHRAN 171, BE 
L AMMAN 170, LONDON 358, DHAHRAN 75, BASRA UNNUMBERED. Fs 
tb 
Lawrence Ison, ARAMCO economist, visiting Baghdad stated re 
DCL last week in Cairo American correspondent asked him confirm ? 
statement Saudi Director General Oil Affairs Turaiqi that 


date had been set for Saudi-ARAMCO negotiatians to increase 
Saudi share oil profits. Turaiq had apparently made state- 
ment privately at time Arab League Higher Economic Council 





meeting. Isan unaware any such arrangement during recent co 
Saud visit Baghdad to seek 60 percent share oil profits. Co 
Embassy conversations with GOI petroleum officials indicate oe 
consideration has been given increasing share profits. Ma 
IPC official states they have had some indication such iw 
Iraqi thinking, but in absence chief representative t wd* an 
now in London discussing out of court settlement Iraqi claim _ 
953 revenues) declined further comment. However, have Gl 
no confirmation any Saudi-Iraqi agreement concerning profits. < 
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Memorandum of Conversation 


DATE: Jn 


SUBJECT: ARAMC -Seudi Arabian Relations 


‘r. Jomes T. Duee, Vice President, ARANC. 
PARTICIPANTS: 


COPIES TO: T'(3ee), NE/@(1ee), FSD] 








Mr. Duce came in to bring the attached three telesrams. He 


ja 
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explained that they were significant in that Abdullah Tariki anoveared 


to be assuming an increasingly imnortant role in Sendi Arabian 


petroleum affairs and was now suggesting that the comoany should eontact Cy 


_ Mr. Duce also explained N 
of opinion between Tariki.and the 
could be considered 


other Saudi Arabian officials solely through him. 
that there seemed to be a differences 
Finance Minister over whether Directors of ARAMCC 


L-S/e 


‘officials of the company for the vurvose of the forthcoming nesotiations. 
o (= 


Tariki was taking the viow that the ARAMC 
could not participate in these nerotiations. 


© 
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Attachments: 
Three ARAMCC Telegrams. 
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CONFIDENTIAL 
DHAHRAN 


JUNE 5, 1957 


SURUR, TARIKI RETURNED JIDDAH 4TH JUNE. ‘TARIKI ASKED 
CARTER ABOUT CONFUSION CONCERNING INTERPRETATION LAST PARAGRAPH 
LETTER, CARTER REPLIED HE NOT TOO FAMILIAR SINCE HENRY HANDLING 
BUT UNDERSTOOD THERE WAS CONFLICT RiiGARDING THE STATUS TO BE 
AFFORDED DIRECTORS AT FORTHCOMING MEETINGS. TARIKI SAID “SURUR 
MAY BE TELLING THEM SOMETHING IN HIS HOUSE BUT AS FAR AS THIS OFFICE 
IS CONCERNED WE ARE NOT GOING TO NEGOTIATE WITH THE DIRECTORS" 
WENT ON TO AMPLIFY DIRECTORS COULD Bi: PRESENT COULD TALK WITH ARAMCO 
NEGOTIATORS BUT COULD NOT PARTICIPATE IN DISCUSSIONS, 

BELIEVE THIS FINAL DEVELOPMENT THIS QUESTION AND £XCOM 
MUST DECIDE IF MEMBERS WIL].ING COM& SAUDI ARABIA UNDER CIRCUMSTANCES, 
IN VIEW POSITION IN WHICH SURUR HAS PLACED HIMSELF I FE:L THRY 
SHOULD COME IN HOPE HIS VIEWS WILI PREVAIL. 

AM ATTEMPTING SEE SURUR OR KING 6TH OR 7TH PRIOR LATTER'S 


EXPECTED DEPARTURE FOR JORDAN JUNE 8TH. 


CONFI-DENTIAL 
DHAH RAN 


JUNE 7, 1957 


FURTHER PC=7397 MORNING 5TH JUNE TARIKI MADE CLEAR TO 
HENRY THAT HE WILL RESIST COMPANY REPR&#SENTATIVES CONTACTING SURUR 
EXCEPT THROUGH HIM. I SUBSEQUENTLY INSTRUCTED HENRY SE OR CONVEY 
MESSAGE DIRECTLY TO SURUR (ONE) TO ASCERTAIN IF ANY D BVELOPMENTS 
ARBITRATION MATTER (TWO) TO REQUEST NO PUBLIC ANNOUNCEMENT OR FURTHER 
ACTION RE NOMINATION SAUDI DIR®CTORS UNTIL I HAD OPPORTUNITY PERSONALLY 
DISCUSS wWITi SURUR AND (THREE) TO STATE I WISHED SEE SURUR ON THIS 
AND OTHER MATTERS NEXT FEW DAYS TARIKI WILL PROBABLY LEARN OF THIS 
AND WILL AT ANY RATE BE AWARE MY VISIT TO SURUR. WE EXPKCT TARIKI 
TO BE IRRITATED. 

YOUR SUGGESTED REPLY TO LETTER BEING HELD PENDING EXCOM 


DECISION. 


CONFIDENTIAL 
DHAHRAN 


JUNE 7, 1957 


SURUR HAS ADVISED CONFIDENTIALLY THAT TARIKI AND ABDUL 
AZIZ MUAMMAR HAVE BEEN APPOINTED SAG REFRESENTATIVES ON ARAMCO BOARD. 
H& ADVISED THAT APPOINTEES HAVE NOT BEEN INFORMED AS YET. 

SURU2 NOT ACCOMPANYING KING TO JORDAN AND AT MY REQUEST HAS 
AGREED TO MEET WITH MB JIDDAH 9TH OR 1LOTH. IF EXCOM AGRESS I PLAN 
QUESTION APPROPRIATENESS OF TARIKI BEING ON OUR BOARD AT THIS TIME 
SINCE HE IS GOVERNMENT NEGOTIATOR ON THE MANY DIFFERENCES OF OPINION 
TO BE SETTLED, MOST OF WHICH HAVE BEEN DEVELOPED BY HIM, AND IN VIEW 
OF THE HIGHLY CRITICAL REMARKS INCLUDING ALLEGATIONS OF BAD FAITH 
ATTRIBUTED TO HIM IN MANY RECENT PUBLIC STATEMENTS MADE BY HIM (SHE 
OHLIGER MEMO 31 DECEMBER '56 REPORTING DISCUSSION WITH SURUR 30 DECEMBER 
COPY OF WHICH YOU HAVE). 

RADIO MECCA HAS ANNOUNCED THIS MORNING THE CANCELLATION OF 
JIHAD TAX SO PERSONAL INCOME TAX WILL PROBABLY COM# UP FO DISCUSSION. 
ALSO EXPECT SOME TALK ON ONASSIS ARBITRATION AND JUNE 17TH MEETING. 

WOULD APPRECIATE RECKIVING BY CABLE BY THE 9TH THOUGHTS EXCOM 
MAY HAVE ON THESE SUBJECTS WHICH KEYES AND OTHERS RETURNING 8TH WILL 


NOT HAVE, 


INCOMING TELEGRAM = Department of State 


Wed 
at CONFIDENTIAL or 
Action Control: 7000 BY 
NEA Rec'd: 3 Gune 12, 19%? = 
FROM: Dhahran The a.m. G 
Info oS 
RMR 10: Secretary of State be 
ss NO: 584, June 11, 11 a.m. oe 
G BM 
SP td 
C SENT BAGHDAD 58, REPEATED INFORMATION DEPARTMENT 584, JIDDA Be 
W 308, CAIRO 56, BEIRUT 118, DAMASCUS 36, TEHRAN 37, AMMAN 40, rat 
L LONDON 82, BASRA 10, KUWAIT od he 
BUR 
a Reference your telegram 75, June 7. Ge 
DCI 
ARAMCO states no planned meeting with SAG to negctiate 
increase Saudi share oil profits Only nes tLags plennend 
those concerning interpretation present agreement. ARAL” 
would not be surprised if increase eventually ee oO 
Figure often rumored at 65 percent 35 percent. Here Abd 9 
Allah Tariki seems concentrating on getting full 5O pe? te4% wo 
and interested in cut on transit profit and marketing profts. ss 
Company officials consider Tariki's recert statements Z 
irresponsible but interesting. 5 
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TO : NEA - William M. Rountree DATE: June 17, 1957 oe 


ae 
FROM :NE - Fraser geen de 

















SUBJECT: Current Problems between ARAMCO and Saudi Arabian Government 


Recent discussions between ARAMCO officials and Saudi Arabian 
Government officials disclosed a strong tendency on the part of Saudi 
Arabia to press ARAMCO for larger payments and to obtain a greater 
voice in ARAMCO affairs, Since these indications may lead to more 


sigiificant future developments, you may find it helpful to note thé¢ 
foll wing list: 


1. Saudi Arabia has issued a new policy statement on relation 


‘with petroleum companies. The two most significant features of this 
statement are: 


a) that the 50-50 principle shall extend through all 
operations of the company and affiliated companies "to the ultimate 
consumer."' This means an extension of the 50-50 principle into 
marketing arrangements; 


b) that ARAMCO must sell oil to companies other than its 
parents. 





2. Saudi Arabia has stated that it will henceforth deal only 
with officials of ARAMCO and not with officials of ARAMCO parents. 
Negotiations on pricing problems are scheduled to open June 17. Saudi 
Arabia is insisting that negotiations be conducted by local ARAMCO 


officials and not by officers of the varent companies sent out from 
the United States. 


LGEL1-9/E9¢E2 °v98s 


3. The Director General of Petroleum Affairs, Abdullah Tariki, 
has stated that ARAMCO must henceforth deal with the Saudi Arabian 
Government only through him. ARAMCO has in the past dealt with a 
wide range of Saudi Arabian officials, including the King, the Royal 
Counselors, and the Minister of Finance. The full implications of 
Mr. Tariki's demand are being studied. 


4. Three years ago ARAMCO stated its willingness to have Saudi 
Arabian members on the Board of Directors. It was not until the first 
of June, however, that Ssudi Arabia indicated its intention to appoint 
: such members, The names of Tariki and.a former government official , 
_ tape beésn suggested. 
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Office Memorandum * UNITED STATES GOVERNMENT 


TO : Re Mr, vee ee DATE: June 27, 19576 fi 


aad 


a/itd 
“Sq ISNN Lund s 


. f 
From :  OR- Mr. Nichols ey: .° 
os v 
SUBJECT: Re 
4 


In the course of installing its new turbine pumps, the 
Trans Arabian Pipe Line Company (TAPLINE) has by accident 
“s ruined a set of special trailer tires which were manufactured - 
/y ; for the company on a special order by the Firestone Company. a 
WV md (hese tires are some 10 feet in diameter, weigh 3 tons apleces, 4 


3 and cost $6,000 each.) The company has ordered a new set of p 
o 


ry 
aoa 


tires from Firestone, but delivery cannot be made until » iB 
ay? mid-September. The only other tires of this type in existencé” 
a compose a stock of 70 such tires held in storage by the Army 
Transportation Corps pending the development and delivery of 
a new type of military vehicle. 


Aramco has determined that the Department of Army would be 
willing to release a set of these tires, to be replaced in 
September by the set which Aramco has ordered from Firestone. 
i The Department of the Army has, however, indicated that it 
would need some manner of a letter of clearance from us... 


The matter is urgent inasmuch as Aramco hopes to make 
arrangements to take delivery of the tires tomorrow, June 28, 
in order to get the tires aboard a ship sailing July l. 


From a policy point of view, it would be desirable that 
the capacity of TAPLINE be increased, thus increasing the 
quantities of oil which can be delivered to the Eastern Medi- 
terranean without passage through the Suez Canal. Additionally, 
it is desirable that TAPLINE carry out its scheduling of this 
project, in order that Aramco not incur any criticism which 
might derive from the Saudi Arabian Government if there were g 


LEL2-9/£eSSe°V988 


a consequent delay in increasing oil production in Saudi Arabia 
Recommendation: That you sign the attached letter. 
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ARABIAN .AMERICAN OIL COMPANY 


June 27, 1957 


The Honorable Frank H, Higgins 

Assistant Secretary of the Army for Logistics 
Room 3-E-612 The Pentagon 

Washington, D. C. 


Dear Mr. Secretary: 


The Trans Arabian Pipe Line Company (TAPLINE) is at present 
installing beester pumps and intermediate pump stations on the 
thirty inch pipe line between Eastern Saudi Arabia and the western 

terminal at Sidon in the Lebanon and on the Mediterranean Sea, 


The beoster pumps are driven by 6,000 H.P, General ilectric 
Combustion Gas Turbines and each pump and turbine combination 
package weighs 260,000 pounds, 


Twe special heavy ne rages Phe been built to carry 
these oie = oa largest tire in the 
world, They are Wdaes 3600 x Me h8 ply nylon and 
are loaded to 7$,000 pounds per tire, 


aes Gan te tear toes on a been run at 
ggg & ”: insufficient, inflation pressure and that 
cue tire bed © the peint where it had’ blow ext and then 


Inapestion revealed thet the remaining three tires had 
also been damaged and must be replaced, We immediately contacted 
Firestene in an attenpt to secure four new tires for shipment out 
of en Massachusetts on July 3 to accompany Turbine Unite 
Noe Ue 


Firestone replied that they would not be able to produce 
these tires immediately but would guarantee delivery of four early 


afna 


in eptember and four more shortly thereafter, 


It was called to our attention that the .rmy Transportation 
Corps holds the only known stock of these tires, seventy of them 
were shipped to The Treadwell Manufacturing Corp. Midland, Pennsylvania 
in the fall of 1955 and one to be used on the BARC's now under 
construction by Treadwell for the Transportation Corps, 


Fifty-six of these tires are for installation on the new 
BARC's and feurteen are to be held by the Army as spares, it is 
our understanding that it will be several months before Treadwell 
completes fabrication of the new BARG's and the stoek of spares is 
expected to last fer an additional several months period, 


This stock of tires is, as far as we know, the only 
possible source of supply until Eeptember and we wish to request 
Sot to consider the possibility of our obtaining Army gm 0? pa 

orps release of four at the earliest possib. on any is 
acceptable to the Army, The Transportation Corps, and the Government, 


TAPLINE is willing to post a bond to insure our compliance 
with an agreement for replacement and te guarantee replacement with 
brand new tires as soon as produced by Firestone in early September. 


If it is possible for you to grant permission for us to 
have four of the tires now in storage at Treadwell's plant, we will 
provide special moter transport from Midland, Fennsylvania to Quinsy, 
Massachusetts, 


In order to meet the sailing schedule out of snkney it 
will be necessary for thia vehicle to load and depart from Midland not 
later than noon July 1, 1957. . 

Such expedited delivery will save us about sixty days in 
procurement time on these critical items, ie will then be able to 
keep the Turbine ~ Pump installation operation up te schedule and 
place TAPLINE on full stream at the earliest possible time and increase 
its capacity by 200,000 B/C, 

Any assistance you can extend to us will be most appreciated, 

Very truly yours, 
OI on 


James Terry Duce 


JTuUscar 


Firestoneé 


Required: 


APPENDIX A 


TAPLINE 
Turbine-Pump Unit 
Trailer Tires 


Description 


36.00 x hl - 8 Ply Nylon 

Tubeless Tires. 

Earthmover AMS Tread. 

Identical in all respects with the 
tires previously furnished to Aramco, 


Tapline and U. S. Army Transportation 
Corps ry 


Approx. shipping weight 6,000 lb. each. 
Approx. delivery cost $6,000 each. 


)} each earliest possible date. 


Urgently Required. 


Trans-Arabian Pipe Line Co, 
505 Park Avenue, 
New York 22 N. Y. 


ae Purchase Order, 

6/25/57 Noo TB 6=7-787~A. 

Firestone International Co. 

120 Wall St., 

New York, N. Y. 

Attn: Mr. J. Kuhlke 

Date Promised Sept. 1, 1957 or sooner 


each earliest possible date 
thereafter, but not presently urgent. 
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Cities Service Petroleum Operations in Dhofar 
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Mr. R. V. Whetsel, Cities Service Company 
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Mr. Whetsel reported that he considered the prospects of 1 
finding petroleum in the Dhofar region to be good, even though his é 
company so far has not found oil in commercial quantities. He Ci 
explained that the company had at first drilled the site some 15 miles ~ 
south of the edge of the Great Sands, which had been unproductive. 
They were now drilling in an area 80 miles to the northeast of 
Salalah where there had been traces of oil. He said that he believed C 
that as soon as they had more information 'on the exact geographic a 
structure they would be able to drill in a spot which would be ian 
productive. He said that Cities Service currently had approximately + 
80 Americans and some 400 local pedple at work. i. 
Mr. Whetsel said that IPC had so far produced nothing at Fahud 
but had moved eastward to a point approximately 50 miles south of 7 
Adam. According to Mr. Whetsel, IPC believed that Fahud was off of 
the main petroleum structure and that their new site should be more 
productive. He said they had definitely not abandoned operations in 
Muscat. < 
Mr. Whetsel said that the Sultan, backed by the British, was © = 
taking a strong position with respect to the borders, and that he SRw 


little possibility of compromise with Saudi Arabia. Mr. Whetsel asked 
whether Prince Faisal, during his current visit, intended to raise the e 
Buraimi question. Mr. Newsom explained that the Prince's visit was i 


2 purely us 
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purely informal and for medical reasons. He said, however, that 


there was no doubt that Saudi Arabia still felt strongly on this 
issue. 


Mr. Whetsel pointed out that when the Crown Prince was in the 
United States in 1953 he had raised this issue. Mr, Whetsel had 
spoken with him at that time and the Crown Prince had indicated 
his willingness to discuss this matter with the Sultan directly. 
When Mr, Whetsel informed the Sultan of this conversation with 
Faisal, the Sultan replied that the Crown Prince could easily 
find him if he wished to talk to him, 
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SUBJECT: ARAMCO-SAG Negotiations 
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James T. Duce, Vice President, ARAMCO 
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Mr. Duce reported that discussions were now taking place between 
representatives of ARAMCO parent companies and the Saudi Arabian Govern- 
ment on various matters related to the ARAMCO concession, He said the 
negotiating group was so large that he doubted much progress could be 
made in this regard. The principal questions under consideration are 
possible organization of trading companies, the relinquishment by 
ARAMCO of undrillediland and closed oil fields, the establishment of _ 
minimum production levels, payment of royalties in kind, sales by 3 
ARAMCO to other than stockholding companies, and the appointment of — 
Saudi Arabian members on the ARAMCO Board of Directors. € C. 
rf 4 
Mr. Duce also reported that Mr. Young had been examining the e 
possibilities of reaching an agreement with the three Tapline transit%' 
companies, The proposed .agreement embraces both new payment arrange-"¥} 
ments and the treaty guarantees for the safety of the line. Mr. Younes 
said that the Syrian-Jordanian difficulties and the Lebanese pre- 
occupation with elections had made progress very difficult. = 
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Call by Mr. Robert Henry, Jidda Representative of ARAMCO 


Discussion: 


At Mr. Duce's request, we have arranged an appointment for 3 p.m. 
July 12 for you with Mr. Robert Henry, Jidda Representative of ARAMCO. 
Mr. Henry is replacing Sais Carry Oven who has become Vice President 
in charge of concession affairs. 


We understand that, in view of the gradual shift of the 
government to Riyadh, Mr. Henry will spend a considerable portion 


of his time at the capital. Mr. Bennsky and Mr. VanDusen of. FSD 
will also attend. _ SS een eo 


Recommendation: 





1. That you express to Mr. Henry our appreciation for the | ‘a % 


continuing cooperation between ARAMCO and the Embassy in Jidda. 


2. That you express an interest in Mr. Henry's current 
observations on the situation in Saudi Arabia. 


\e 4 
3. That you discuss with Mr. Henry the problem of placing a 
company representative or an Embassy representative in Riyadh. 
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| Although it has not yet been released for general distributien @ 
SAG, the 1956 Report of Operations to the Saudi Arab Government by the , fc 
American Oil Company has been given. to the Consulate General and, in the event the 
Department has not yet secured copies, this is to advise of their availability. 
In this report an introductory statement by the President arid the Chairman 
of the Board, dated April 15, 1957, states that ARAMCO production _ at an 
average of 1,042,395 barrels a day during the first ten months of 1956, declin- 


ing to an average of 704,802 barrels a day during the last two months. The 


. 


statement continues: 
"As a result of the shutdown of the Suez Canal and the limited distribution 


of ARAMCO oil, both extending into 1957, it is expected that ARAMCO's production 


will be lower in 1957 than it was in 1956." 

However, since the foregoing statement was written, ARAMCO prospects seem 
to have brightened. In the last several days an official spokesman for the 
company predicted that 1957 production, when averaged for the entire year of 
1957, was expected to reach 1,045,000 barrels per day. 
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suBJect: Aramco Tax and Royal Payments: Second Quarter 1957 iy 
The following is a tabulation of the gross tax and royal payments made by the ag 
Arabian American Oil Company (Aramco) to the Government of Saudi Arabia from April 
through June, 1957. Aramco has made these figures available to the Consulate 
General on a confidential basis. 
ARABIAN AMERICAN OIL COMPANY GROSS TAX AND ROYALTY PAYMENTS TO et 
THE SAUDI ARABIAN GOVERNMENT APRIL THROUGH JUNE 1957 ia 
Month Royalty Company Income Tax Gross Amount Paid 9) 
April $5,314,734 $15,715,656 (1) $27,805,390 (2). 
May 53909 5427 15,715,656 (1) 28,710,042 (3) on 
June 6,894,610 15,819,786 (1) 28,171,917 (4) Si 
WN 
(1) on 1956 inccine ~N 
(2) includes $6,600,000 loan dated March 27, 1957, and payment of $175,000 under ~ 
article 7 of the December 30, 1950, agreement. ' 
(3) includes payment $7,084,959 Provisional Retroactive Tax I. 
(4) includes $5,457,521 loan dated June 10, 1957 i 
- Ol 


NET FUNDS RECEIVED DIRECTLY BY SAUDI ARAB GOVERNMENT 
FROM THE ARABIAN AMERICAN CIL COMPANY 


April May ; June 
$13,574,931 $1,283,471 $12,342,245 


Detailed figures, including a statement giving the distribution of payments 
by currencies, are forwarded as enclosures to this despatch. 
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Memorandum of Conversation 
DATE: July 24, 1957 


ARANCO-Saué@i Arabian Negotiations 3 


ry 
Homer Mueller, ARAMCO 4 


David D. Newsom, Ni 
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Mr. Mueller telenhoned to report that the executive committee 


GUNYNIHY Ad LShi: INZN90T SIHG { 


~ 
N 
of ARAMCO, which had been in Saudi Arabia negotiating on various » | 
iv 
pricing and operating .questions with vaudi Arabia, was returning = 
to the United States, The negotiations so far, he said, had been N = 
™ 
without results, but would be resumed on October 23, 
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L In response to my inquiry re arbitration of Saudi Arabian 


UOP tanker deal, Onassis told me today case was "completely 
UMSA finished". He said 10 days ago he had authorized his 
E representative (in Geneva, I suppose) to agree to any 
OLI settlement whatsoever that might be required, up to 
DCL cancellation of the contract. 


OCB ‘ ALLEN 


OQ 

BS 

é 
£°Ge¢-L/ecGe* v9g8g 





PT 
PERMANENT 
RECORD COPY « This copy must be ret@Oi@@lIQHNWVALcentral files with notapgppop 
















y 
STANDARD FORM NO. 64 ie 
ae OFFICIAL SE ONLY ABN AE 


ice Memorandum - oNITED STATES GOVERNMENT 





: NE - Mr. Roc uly 26, 1957 ' 


FROM : NB/E - Mr {Shaw . 


suBjEcT: Background of Japanese Interest in Obtaining OF 
in Saudi Arabia 









qe 


Conce§$sion 






1. A Japanese trade mission on an unofficial visit to Saudi frabia in 
early March, 1957, inavired into the nrossibilities of obtainins an oil concessim 
in Saudi Arabia anc was informed that Japan could send technicians to study any 
area in Saudi Arabia not covered by the Aramco concession. The Japanese trade 
mission included Taro Yamashita, President of the-Japan Petroleum Trading Co., Ltd. 
and former Foreign Minister Katsuo Okazaki, who is an adviser to the Japan 
Petroleum Trading Co., Ltd. ; ’ 


middle of April claimed to have obtained an option wich must be taken up by 
September, 1957 to exploit Saudi Arabian offshore oil resources ‘in a 205 square 

mile area in the Persian Gulf south of Kuwait. This area would appear to lie 

off the coast of the Neutral Zone north of Arameo's operations in the Safaniya 
offshore field. The Japanese press stated that exploitation of this concession aN 
would involve the expenditure of $83 million in Japanese capital over a three 

year period and that Saudi Arabia would be paid a 50 percent oil royalty. Our 
Embassy in Tokyo reported that officials of the Japanese company were all reputable, 
important business executives. 


2. The Japan Petroleum Trading Co. in a press statenent issued around the i 


information contained in paragraph 2 above, reported that Saudi Arabia had 
authorized the Japanese to send technicians to explore any area, including offshord 
not covered by oil concessions alreay granted to other companies. SAG was also 
reported to have indicated its willingness to discuss a possible concession ti th 
the Japanese, after they had completed their exploration. 





3. On April 2h; Embassy Jidda, respondin; to our inquiry concerning the x 


he In early May, Homer Mueller (Aramco) indicated that (1) SAG had sathintade 
Japanese geolorists to explore areas ovtside the Aramco concession, (2) SAG might 
make some sort of oil concession arreement with the Jananese in the future and 
(3) the Japanese were interested in the area offshore the Neutral Zone. He also NO 
stated that Aramco foresaw certain probelems arising from the fact that efforts 
to delineate the Safaniya field indicate that it may extend into the area’in which 
the Japanese are interested. In addition, he noted tha+ the rights of riparian Y5 
states in the Persian Gulf were far from settled. X 
. Platts Oilgram of July 22 reports that Yamashita and Okazaki will return 
Saudi Arabia around July 25 to conclude a contract with SAG for an oil concessin 
Yamashita is reported as stating that such concession as might be obtained will \ 
be exploited by a private Japanese firm, Arabian Oil Co., Ltd., to be formed by 


prominent Japanese businessmen and politicians. Homer Mueller states that Aramco 
has no reports from the field on this impending visit. 





6. Attached for your approval is a telegram to Embassy Jidda setting forth 
the information in abba ga 5S above and reameet ing the Embassy to comment. and 
: elopmen! va 


an oil concession.in... 
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| Enclosed are two copies of arabian American Cil Company's recapltsiation 
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of the crude ofl and refined products exported from Saudi Arabia in the year 


1950. It is believed that copies of this report are furnished directly. to 










interested eni-users by the company bul the Consulate Gerieral could probably oO 
secure adiitional copies if require?. O) 
. 
' ie 
x Por the Consul General: ak on 
Do Se fe i 
eyed os 
7 ™~ 
Carsten D, Muller _ & ee) 
7 American Vice-Consul ‘ a i 

4 - > 
Heng siP! ae 
q = w) 
Imelosures: ji | R 3 fp = ~ 

1" oO hay 
2 coples of Arabian American O11 Company Ms 

Neport of Crude Oil and Refined Froducts Z ff me 
Exported from Saudi Arabia, Year 1956. pre ee. us = 
/ ESE ry 

c 

a/v ih u) 

Ne 

ie 
CDMuller:s , [ CONFIDENTIAL | 
REPORTER 





ACTION COPY — DEPARTMENT OF STATE 


a ) ~ ate hh The action office must return this permanent record copy to RM/R files with an endorsement of action taken. 


oss le cat 





lic te 


OFFICIAL USE ONLY 
rs rg DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: = Aysust 15, 1957 


SUBJECT: Concessions in Saudi Arabia 


PARTICIPANTS: }ir. James IT. Duce, ARM © 


Mr. Homer }:ueller, Ai:A CO 
Mr. R. K. Sherwood, NE 
Hr. T. A. Wahl, NE 


Gr, i. 
‘ae a >) ier) le. ec) ee i 


COPIES TO: WEA, 1 E/E, WE, BNA, FSD, @L1, Jidda, Dhahran, London 








In the course of a brief call lir. Duce remarked that the recent ef-orts of 
ARA..CO officials to resolve certain questions with the Saudi Government had come 
to nausht. ARAMCO hoped to obtain Saudi agreement to three matters at issue, and 
not only did the Saudis repl:’ in the negative to each one, but »resented a list of 


ten counter-grievances. lr. Duce said he'd send the record of the talks for the 
Department's information. 


Cormenting on the ofi’-shore oil concession question in the Persian Gulf, rr. 
Duce noted the existence of a "piece of pie" formed by following the direction of 
the Kuwait Neutral Zone boun:ary into the Gulf and by drawing a line perpendicular 
to the shore at the point where the Zone boundary meets the Gulf. The Satfaniyah 
field of. ARA!:CO may run into this area, and may provice up to 300 million barrels 
to the.concessionaire in this "slice", 


ajha add Ob 


vad 
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He asked that this estimate be revarded ey 


; ; aa) 
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Conmenting on the possibilities of Japanese concessions in the Peninsula, Mr. 7 


Duce said he did not think ARA CO would exercise its preferential rirhts should a 
concession be granted north of Riyadh unless of course the company were "Soviet", 
Thus far ARA:CO has seen evicence of Italian interest in the area on). 
with natural gas line into Riyadh. (On August 13, responding to Mr. Sherwood's 
request Mr. }ueller had said ARAI'CO had no evidence of approaches to the Srudis by 
dir. Mattei, of ming Italian ae hydro-carbon sinned tae 
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a EMBASSY DESPATCH 1270 MAY 23; DEPARTMENT TELEGRAM TO JIDDA - 
+ . te) 
rE 150 INFORMATION TOKYO, 237. 0 
UOP “s | > 
2 IN ADDITION TO 4NFORMATION SUBMITTED iN REFERENCE EMBASSY- . 
OL DESPATCH, EMBASSY HAS NOTED CONSIDERABLE CONTINUED INTEREST in 
DCL AMONG JAPANESE BUSINESSMAN AND GOVERNMENT OFFICIALS IN OIL Ui 
EXPLORATION PROJECT IN SAUDI ARABIA AND NEUTRAL ZONE BETWEEN Vi 
ICA SAUDI ARABIA AND KUWAIT, YAMASHITA AND OKAZAKI, FORMER re 
ocB FOREIGN MINISTER NOW VISITING SAUDI ARABIA, PRESUMABLY TO en 
CIA CLINCH FORMERLY NEGOTIATED PROViS!ONAL DEAL WITH SA FOR 1 
OSD RIGHTS TO EXPLORE DEPOSITS, BUT PRESS DOUBTS KUWAIT AGREEMENT ae 
CAN BE OBTAINED WHICH WOULD BE REQUIRED TO EXPLORE NEUTRAL ™_ 
ZONE DEPOSITS, UEMURA VICE-PRESIDENT FEO AND INFLUENTIAL a 
ADVISER TO PRIME MINISTER IN RECENT CONVERSATION WITH EMBASSY 
ECONOMIC MINISTER WAS LESS OPTIMISTIC OF POSSIBLE SUCCESS 
YAMASHITA MISSION, DOUBTED AGREEMENT SA, KUWAIT, AMERICAN 
AND BRITISH OIL FIRMS COULD BE OBTAINED, ALSO DOUBTFUL OF 
ECONOMIC VALUE OF EXPLOITING SA FIELDS, BUT WAS CONSIDERABLY 
MORE IMPRESSED BY ECONOMIC POSSIBILITIES EXPLOITATION OFF- 
SHORE DEPOSITS IN NEUTRAL ZONE, UEMURA ADMITTED THAT JAPAN 
LACKS BOTH TECHNICAL EXPERIENCE AND FINANCIAL RESOURCES TO 
PROCEED WI7H PROJECT, ALSO REALIZED THAT JAPAN COULD BECOME : 
INVOLVED IN POLITICAL PROBLEMS AND PROBLEMS. WITH FOREIGN a 
OIL. COMPANIES WHICH MIGHT PROVE UNMANAGEABLE, UEMURA MENTIONED RS (: 
APPROACH TO STANDARD OIL REPRESENTATIVE ON HIS RECENT VISIT 
TO US WHICH WAS UNPRODUCTIVE, UEMURA GAVE THIBODEAUX TO 
UNDERSTAND THAT JAPAN GREATLY INTERESTED ‘IN DEVELOPING jo 
INDEPENDENT SUPPLY OF NON-DOLLAR O!L, BUT DOUBTFUL THAT SA, e 
KUWAIT BEST POSSIBLE AREAS, o, 
PERMANENT UNLESS PUNGLA ' 
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-2- 469, AUGUST 17, 3 PM FROM TOKYO 

EMBASSY PLANNING PURSUE MATTER WITH YAMASHITA ET AL ON RETURN, 
ALSO INFORMALLY SOLICIT VIEWS US OIL COMPANY REPRESENTATIVES 
JAPAN WILL REPORT FULLY, DETAILED BACKGROUND DESPATCH WHICH 


INCLUDES DISCUSSION JAPANESE APPROACH ON OIL DEPOSITS IN JRAN 
FOLLOWS, 


MACARTHUR 
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Mr. Duce called from New York where he has had several conversations with 


Azzam Yasha. Azzam has been arguing the Arab Learue case on Oman and asked 
Mr. Duce how the U.S. stood. Mr. Sherwood revlied he was not in a nosition to 
inform Mr. Duce on this. He noted it was a complex issue for us. ’ lr. Duce 
saic he had informed an official of the British "mbassy that APACO had no 
interest in the isrue. 


Mr. Duce said Iir. “Noble (Tapline) had cabled lir. Cox in New York of the 
dificulties which were being encountered on the Tavline nesotistions. Tapline 
was thinkine o2 arbitratine with the Saudis on their claims but tis raised 
trouble in the other countries of transit. He saic he would call on Department 
officials later in the week on this matter. 
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rf Duce called from New York to request that an appointment be set up for Hr. 
Yred Davies, President of ARA“CO, with Mr. Murphy next week. Tir. Davies wishes to 
discuss the recent nefotiations between ARA-CO and the Saudi Government. Mr. Sherwood 
said he'd sec what he covld do, and hoped to be able to inform Mr. Duce on londay 
when he came to Washington. 


Cc 
Mr. Luce mentioned a telerram received by an AltA CO official from a reliable : 
and well-informed source in s2 pt to the effect that =-yptian ofiicials were plot- ~. 
tint, by means not > ct clear, to obtain control of the oil resources of the Wear a 
Baste Pr. Duce re.arked it anpeared "somethin: was brewins in Levpt" anc thousht 
the Departiucnt of State would be interested. 
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lr. Sherwood informed ir. Duce thet an appointment at |i:30 on Thursday, Aurust © 
29, had been iiace, vith ir. ivrphy for :'r. Pred Navies, rresident of the Arabian ' 
American Cil Company. 


ir. Duce permitted Ir. Sherwood to glance through three letters!” 
from Mohammed Surur, iinister of Pinance of the Savdi Arabian Government. In these ™ 
letters, dated in June and July, the Saudi Arabian Government turned down ALA CO's < 
reauest to establish a marketing company; insisted that ARAICO pay income taxes on ~ 
its sale of Saudi oil throuch Sidon, based on the Sidon published price, and stated 

if the company had not begun the rayment of its taxes on this basis within tvo nonths,¢- 
the Saudi Arabian Government would take those reasures vhich it rightfully could 


er 
such as levying fines on the company. a ; 
\\ Ir. Duce also showed Iir. Sherwood a report from the “'apline pumpins station c. 
w"Badanah concerning the July visit of Prince Khalid. Prince lkhalid is the sixth son - 
of King Saud, in his Jate teens, and recently ace commander of the Saudi Arabian 
National Guard. The ARA.CO official re.orted that Prince Khalid seemed intel]i:ent, 
dipnified, mature for his ave, and possessed an excellent sense of humor. Prince 
nhalid made wany co:plimentary remarks about relations with the United States which e % 
he described as most, friendly as a result of the firm friendshinv founded during the 
Kine's visit with rresident “isenhower Jast winter. Prince ihalid was also reported . 
to say that "in aoout two months" President “isenhower would be visiting Saudi lrabia. 
i 
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ir. Sherwood thanked tr. Duce for permittins hin to read this report and 
comented he Imew of no plans for the lresident to return the nine's visit. Te 
pointed out tnat in ~eneral tne ’resident who is both a tiead of sovernnent and 
Chief of State rarely Jeft the \'nited States. 

lr. Duce reported that Crom Vrince saisal, wacom he wd scen very recently 
in Yew Yor ity, indicated he still exsected 40 come to Vashin: ton "because he 
had been invited by the rresident," but that the time of his visit war stil] un- 
certain. “he Grown vrince has been sufferins .rom intestinal. pains, of a 
relatively limited nature, and is v2avine further wedieal checkune tnis week. Ir. 
Duce said the “rewm Prince vropvosed to teave tive of his sons presently in the 
United States at the fhut=chool near srinecton, iiei: Jersey, and one son at 
Swarthmore Tollere. on Pe 

lr. Duce said that Azzam ::asha told him he was very worried abovt events 
in Syria but seve no clue as to his feelings about what micht be cone. <Accorcing 
to ir. Duce the “row irince also was concerned wit develonments in oO mt 
he related them primarily to possible acrressive moves ‘y the Israelis. ‘he 
Crovm : rince had said that the Israelis could, within a matteor of hours, march to 
Damascus if they so ished. The Svrian army, uncer ycung, inexnerienced hetheacs, 
would be no match for the Israelis. * 


Il’r. Duce deplored the Sritish tecnniaue for settling the recent disturbances 

in Oman, and said that avoiding discvssion of the ovestion in the Security Council 

micht backfire on the Sritish becevse the Lfro-Asian block mayvwbring ~Lesue 
before the General Assembly. ir, Sherwood revilied hes thou-ht there hg been © 
relatively little support for the Arab case anong the nations of Asia, md that 
many of the Arab States themselves had been lukewarm in supporting its presentation 
before the Securit; Gounci)]. He felt that there was no more than an even chance 
thet it would come into the Generel] Assembly. 


i-r. Duce remarked in the course of the conversation that the increasing 
interest of the American countries in? iddle Eastern oil concessions was partly 
Gue to the declining prospects for successful. exmlorations in the United States. 
lie noted that recent measures taken by the State of Salifornia to reduce the 
attractiveness of off-shore drillin:, vould in the Jon run work to “he detriment 
of the shekie 2 wiiel wished to bvild an industrial base, and wnich would need a 


erowin” suvply of oil. . 
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SUBJECT : Fred Davies, President of 
ARAMCO, at 4:30 pem. August 29, 1957. 











Background: 
e of Mr. Davies' visit is to discuss with you a 

results and implications of recent n ons between 

ecutive Committee and representatives of the Saudi Arabian ide New 
ment. There is no indication that he will request any action on the Xs 
part of the Department. The agenda for these negotiations, which \ 
lasted from June 17 to about July 24, contained thirteen items of ye 
dispute relating to ARAMCO's pricing arrangements, operations and i 
structure. These items of dispute included:(1) SAG's retroactive ri 
tax claim against ARAMCO for alleged TAPLINE profits;(2) ARAMCO's C4 
proposal to establish trading companies ;(3) SAG's proposal to Or 
extend the 50-50 profit sharing principal into marketing arrangements = 
(i.e. to make ARAMCO a fully integrated company) ;(4) SAG's proposal ; 
that ARAMCO take steps to facilitate sales of oil to other than its Gi 
parent companies ;(5) the appointment of Saudi Arabian members on the a 
ARAMCO Board of Directors;(6) the establishment of minimum production /[’ PX 
levels 3(7) payment of royalties in kind, and (2) the relinquishment WJ 
by. ARAMCO of undrilled land and closed oil fields. It is our under-— Un 
standing that the negotiations centered around the first three of “ 


these items without settlement being reached on any one of them. 
When negotiations will be resumed is uncertain at this time. 


In brief the principal issues at stake between ARAMCO and SAG 
appear to be as follows: 


1. SAG's retroactive tax claim against ARAMCO: Late in 1956 C 
SAG entered a claim against ARAMCO for $84.7 million, which represented 
50 percent of the amount SAG stated ARAMCO earned without its knowledge 
from the differential between the price at Qaisuma (beginning of 
TAPLINE) and the price at Sidon (terminus of TAPLINE). SAG charged 
that ARAMCO had failed without justification to pay income taxes on 
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these earnings for any period since 1950 and requested that the 
company make settlement immediately. ARAMCO contests this claim on 
the grounds that it sells its oil to offtakers using the TAPLINE 

at the Qaisuma price, that the higher price at Sidon results from 
the cost of operating the pipeline and that the SAG-TAPLINE 
Convention gives TAPLINE immunity from taxes, fiscal charges, custom 
duties, etc. However, if SAG desires to participate in future 
profits of TAPLINE operations, ARAMCO has suggested that SAG direct 
its attention to TAPLINE's offer to put the pipeline on a profit 
making basis. The outcome of the negotiations on this item was an 
increase in the claim to $103 million by SAG with a demand that 
ARAMCO pay within two months or face the prospect of being fined and 
otherwise dealt. with in accordance with Saudi Arabian fiscal 
regulations. It appears possible that ARAMCO will attempt to obtain 
SAG concurrence in the submission of this problem to arbitration under 
Article 31 of the Concession Agreement. 


2. ARAMCO's proposal to establish trading companies: In order 
to overcome SAG's disagreement with the discounts from posted prices 


utilized by ARAMCO in sales to its parents, ARAMCO has proposed the 
establishment of trading companies along the lines followed by the 
Consortium in Iran. It is our understanding that, under the trading 
company arrangement, SAG would be able to share in the discount by 
applying the 50-50 profit sharing formula to the trading companies 
and ARAMCO's parents could continue to receive discounts sufficient 
to maintain the competitive position of Saudi oil. SAG, Tariki 
(Director General of Petroleum Affairs) in particular, has shown little 
interest in the trading company idea for reasons set forth in items 
3 and 4 below and because SAG feels that the profit split should be 
based on published prices and not on discounted prices. 


3. SAG's proposal that ARAMCO become a fully integrated company 
Tariki is convinced that SAG will not receive its full 50 percent of 


profits from the sale of Saudi oil until ARAMCO becomes a fully integrated 
company = producing, refining, transporting and finally marketing the 

oil. ARAMCO has tried to explain that such an arrangement is not 

possible since its parents alone have the refining and transportation 
facilities and the marketing outlets. 


4 


4e SAG's proposal that ARAMCO take steps to facilitate sales of 
oil to other than its parent companies: SAG desires that ARAMCO sales 
of Saudi Arabian oil should not be restricted to parent companies, but 
that the company should announce its prices and facilitate the direct 
sale of the oil to everyone who wishes to buy. ARAMCO's position is 
apparently based on the relatively complex economics of the international 
oil industry, including the problem of competitive pricing of a bulk 
commodity subject to negotiated long-term contracts. 


Another problen, 
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Another problem, outstanding between ARAMCO and SAG, which may 
be brought up by Mr. Davies is the Onassis Arbitration, This 
arbitration involves ARAMCO's claim that an agreement concluded by 
Onassis with SAG in 1954 establishing a Saudi flag tanker fleet is 
contrary to the ARAMCO-SAG Concession Agreement. SAG is somewhat 
delinquent in appointing an arbitrator to replace Dr. Badawi, who 
died this past spring. SAG now has until September 7 to make its 
appointment. 


Mr. Davies will be accompanied by Mr. Duce. Messrs. Sherwood 
and Bennsky (NE) and Mr. Beckner (FSD) will also attend the meeting. 


Recommendation: 


That you thank Mr. Davies for calling and bringing the Department 
up-to-date on the negotiations between ARAMCO and. SAG. 
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Mir. Davies stated that the »nurpose of his ca'll was to brin’ Ir. imurphy up-to-date 
on the recent ne;otiations betwcen ANA CO and the Saucii Arabian Government. In tiiese 
nesotiziions, during June end July, onl: three avenda items had been covered out of 
thirteen, and the Savdi Arabian ‘iovernment hod denied AKA! CO's position on all three 
questions. The accomolishment, he remarked, was about zero. The necotiations wil] 
resume in October but there seems little prospect for any chanve in the attitude of 
the Saudi Arabian uovernnent, which misht be gauged by the comment of Tariqi, Petrole- 
um Administrator o: the Saudi Arabian Government, thet there seemed no reason to ruen 


because they nicht be nesotiating until the year 2000 on matters between the Saudi 
Government and the commany. 


In response to Lr. Lurphy's question ifr. Davies said thet. Onassis had told A'W'C! 
recently that the ine had asked him to bid on a concession, 
ARANICO if it wished to join with him, 


Onassis had asked 
take this nroposal seriously. 


Nr. Davies rev lied that the company did nag> 
Davies saic AlA CO would welcome another oi) 
company to "shoulder the burdens" of dealing with the caudi Arabian Government. 
Davies believed thai. any oi] concerns voiny into the area now will be faced with 
75-25 provosal, alons the lines of the AGIP={!L0C apreement. 


1 7 
pir. 
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Mr. Davies believed thai. the princiral objective of sr. Tarigqi was to brin: 

the complete inte ration of ATA CO from extraction tiroucth marketine. Despite ARNTC SN 
belief that this would not resvit | ore income for the Saudi Arabian (iove nmenE%= > ~ 
‘ariqi has continued to push this idea, apparently thinkin: of the dav when the £af- 
cession arreenent expires (1999 A.Y.) and the Saudi Gove nment wht take over A 
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facilities, AA OG vwronosed that it ¢estavlish tradine covmanies, in line with the 
; b) 

ceneral practice in the area, but Tarini refused to accent the »ronosal, believin~ 

tiat it worl. delav wo ress totrards nis coal of a césmletely inte rated company. 


lr. Javies said that in itte farovell call on *he hin tne latter hed raid that 
ne woulc. reconsider big «overnnent's initial recuse’ of the tradin: comany pronvosal, 
and vorl., alco reconsicer ois rovernment'c ‘osition on its claim for 3103;090,000 
wich it presently is devanwin- as its shere of »rofits on tie “anJine which nave 
been concealed th AvA CO, “ne nin: liad fcolt that 1% orld se wortrimile to take all. 
eossi le steps vo resolve tacir differences witnovt arbitration, ir. Savier saic he 
hea pointed out to the kin: thet A 4°50 nad courht outsice arvice becaure of the 
com Jerities of the iveues, and he su: certed tnat the Kin’ racnt aleo seek outeide 
acvice. lt was lr. vavies!' fecline t.at the conprny wovl: of course vo to arbitra= 
tion if necessar but ne *‘oned thet thic step corla be avoided because it would 
destroy some o.” “ne vood féclin: wich now exiris. 


In response tv i.r. ivrmiy'ts aucstion i'r. tavics stated that tne Sues oi peline 
woeich hed peen widely cisenssed was not an ecenomical]. feaci le provosal but it 
vas in uariony wit" Lasserts tyinkin’., Ir. Duce sai: ties had recently heard from 
Ir. Sabbah thai, scwwotian lisders may in the near iuture attack the western oi] 
commanies in tne lear-“ast,,on the ‘rounds thrt cettin= tiem out is a necessary 
sten in the stru cle asainst irmerialism. lr. Uuce sai’ thai ir. Sabbah would be, 
in tie United tates ;oon anc wovl.a come te as :incton. 


hr. vurpiy inovired what. would ha pen ssovle the Iraq pineline throuci: Syria 
be closed acain. ir. Uavies tioucht the results wiould be short lived. ile remarked 
thet if Tabline were sa>vota‘ed AA CO covld export throush the Persian (wlf, usin’ 
the creat increasc in tankers which had eriie abou". since the Suez crisis last year. 


jotn lr. Vavies and ir. Duce menlionea tneir concern over recri:inatory.. state-= 
ments directed avainst the company bs the hiritis:: on the Oman i:csue, The 2rench 
have publicly announced that no 4.A.CO associate cas *Zoin in the Sahara oil con- 
cession, ollowins: a discussion of the urrian crisis iir. Drvies anci‘r. Imce took 
their leave, A telesran from Colonel ‘iddy vivin tis rv. -estions for neetin: the 
S rien crisis wes left (com attached). 
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Wilitary rulers believe chronic S:-rian delusion they 


reinin free in forei;.: ~olicy, althouh actually nassin:® 
woint of no return in liter: cepencence von USC. Anti-SA 
denunciations vein vsed to cil nee the conservative S rian 
majorits. “aoric of Urrien econom ctil’. capitalistic: wvrivate 
vroverty, land owners, incustrialists tiirive. 

r 

"WAIT Siriats noichbors are alert to dan er to satellite 
emercin . .:e snovld encouvra:e neisnbors wit: SAG to querantine 
Svria themselves. itvern tiasser reliably renorted vez: unhanpy 
as tail. to Syrian kite, he expected joint poltey te be made in 
Gulro, not amascus. . . 

tjest shoul.a not intervene onenly. ‘Too late to buy Crria 
recime anc votential friendly leaders have been removed. Inter- 

w 
vention woulc support witie Arab susoicion USA hac reslaced Uk- 
“rance as impcrialists dividin Arab world. 

WUSA seata abet inte ‘ration ox Jordan vith fraa now, 
repeat now, cndin~ ~leccmeal tactics. Since two o. her “uslim 
allies have welshed on subsidies to Jordan army, othe Arab 
nations woul accuiesce in Jordan's winancial, economic, militar, 
federation with traq, resultin~ also in eccnomic cooperation of 


oil vroducing area embracins Kuwait and Persian itiuli." 
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Lis 1957 Oil Incomet Attached is ARANCO's latest estimate Ofpy oss 
SAG's oil income during 1957. Homer Mueller indicates that the/in income 
figure of $326 million may be a bit high since it was based on a 
higher rate of production than is now anticipeted. Currently ARAMCO 
estimates that production will average 1,030,000 barrels per day for 
the year, of which 354,000 barrels per day will move through TAPLINE. 
It should be noted that, after deductions of $130.million for repay- 
ment of loans and the financing of oil shipments to Egypt, SAG's 
net intake for this year is reduced to $196 million. However, SAG 
has contracted commercial bank loans of $0 million in June and 
$20 million in September which are not repayable from oil revenues 
until 1958; therefore its net income derived from oil during 1957 
would appear to be around $256 million. Repayment terms of the 
first loan are not readily available; the terms of the September 
loans are $5 million per month ‘beginning May 15, 1958. Another 
item of interest in the attached table is the breakdown of net inco 
by type of currency: roughly 60 percent of this income takes the 
form of sterling. : 


Regarding the repayment of ARAMCO's loan to SAG, Mr. Mueller 
stated that 50 percent would be in the form of sterling, 7 percent 
_ in dollars and 3 percent in French francss James Knight states 
that the new franc to dollar conversion rate utilized by ARAMCO is 
\ FF 350 plus 20 percent. J 


2. SAG Loan Requests: On August 25, SAG requested an ARAMCO 
loan of $20 million repayable in }; monthly installments of $5 
million each beginning preferably in May, 1958. In addition, 
there is an outstanding request for an ARAMCO loan of $10 million 
to the mmnicipality of Riyadh. This loan, which would be repayable 
with interest over a ten year period, would not be made to SAG but 
would be made to the Riyadh municipality on the personal guarantee 
of the King or Ibn Jiluwi. ARAMCO is studying these loan requests. 
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Gross Payments 
Royalty and Rental 
Tax 


Loan 


Total Gross Payments 


Deductions from Payments 


Bet Funds Received 


Distribution of Payments (Het) 
U.S. Dollars 


ARABIAN AMERICAN OIL COMPANY 


PAYMENTS AND CHARGES TO THE SAUDI ARAB GOVERNMENT 
(In Millions of Dollars) 
1957-JANUARY THRU AUGUST ACTUAL, SEPTEMBER THRU DECEMBER ESTIMATED 


8.7 


2.5 
10.2 


atk, et 


13.6 


14.3 


9 
11.2 


—td 
12.4 


1.2 
11.4 


—A 
12.9 


6.8 
ak 


8.9 


15 


19-7 





Totel 





43-48 
Action 


NEA 


Info 


RMR 


PERMANENT 
RECORD COPY « This copy must be returned to RM/R central files with notation of agi 


are 


INCOMING TELEGRAM 


-eoncession discussion if ARAMCO or US objects, keeping in 








Control : 
Rec’d: 
FROM > Jidda 


TO: Secretary of State 


/W4 FHL of 


SUTIZ Tr 
LG7-8/e«, Gz°y 988 CANUNITH FA LISow INDANDOM STHE 


\r 
Ch, 


NO: 247, September 4, 2 a.m. 


Beat 20 


T3T 


SENT DEPARTMENT 247, REPEATED INFORMATION BEIRUT 35. 


Onassis representative here informally approached ARAMCO 
and then Embassy officer seeking views following matter 
without knowledge Saudis: Onassis has written King offer- 
ing cancel |454 agreement with SAG without conditions before 
beginning discussion possible oil concession Kuwait neutral 
zone seabed. . 


Representative states Onassis does not wish proceed offshore 


mind virtual impasse resulting from lack prior consultation 
with ARAMCO regarding 1954 agreement. 


Representative says Onassis enjoys great. confidence King and 
would probably be given priority consideration for concession; 
also that SAG urging Onassis.answer speedily since Japs and 
other companies including American pressing for consideration. 


ARAMCO responded query expressing (1)no interest Onassis dispo- 
sition concession emphasizing desire arbitration proceedings 
should continue, and (2) would take no position re Onassis 
interest seabed. 


Embassy will make no reply unless instructed. 
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Retail Prices, Taxes and Duties on Petroleum Products 
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The Embassy has not received 3 FSM II 542.83 or the attached 
Exhibit including Table K which is to be completed to satisfy the 


referenced requeste | ‘ CO 


A copy of this table would be appreciated at the early > 
convenience of the Department. h§ 


For the Ambassador: ‘S)| 
_aeaaacncemmil ie 


Ww DR D —s, j 


William D. Toomey 
Second Secretary of Embassy 
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Memorandum of Conversation 


DATE: September 16, 1957 


Saudi Arabian request for Royalty Share in Crude 


Mr. James Knight, ARAMCO 


Mr, David D. Newsom, Ni 
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SEP 23 -198/ 


Mr. Knight referred to press reports of negotiations between the 
Poles and the Yugoslavs to buy Saudi Arabian crude oil. (Washington 
Post, September 14.) He said it was interesting in this connection that, 
on September 10, the Saudi Arabian Minister of Finance presented ARAMCO 
with an unsigned’ memorandum requesting that discussions be started on a 
Saudi provosal that ARAMCO pay a portion of its royalty to Saudi Arabia 
in crude. 
in the context of the many other points currently under discussion with 


Mr, Knight said ARAMCO, if they discussed this, would do so 


the Saudi Government, 
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Mr. Juce hegan by speaking of the importance of boundary settlements 
in the Arabian Peninsula, He said the recent discovery of petroleum in 
the Dhofar area of Muscat was of great importance since it meant that the 
likelihood of petroleum deposits in the Rub al I’hali and other parts of 
southern Arabia was now greater. He said the British exploration parties 
were already vrobing into the Rub al Khali and that the sooner "lines are 
drawn in the area," the better. 


Mr. Duce said there was no doubt that the Saudis had helped the Omanis 
in the recent difficulties with the British, although he could assure the 
Department that ARAMCO had not. He pointed out that, by contrast, ths IPC 
had financed the original move by the Sfiltan to re-establish his control 


over the interior in 1954. 


lr, Rockwell commented that the Department was well aware of the need 
for border settlements in the Arabian Peninsula and had been attempting to 
impress the United Kingdom Government with this need, 
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Mr, Newsom asked about revorts that ARAMCO had been asked to accelerate 


income tax payments, Ilr, Duce said there had been o request to reduce the 
lapse between the accrual of taxes and payment to the Saudi Government 
from nine months to four months and that the company was studying this. 

He said, depending on how this was done, it mi*ht mean an additional 
immediate payment to Saudi Arabia of between 327 million and $54 million, 
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which "would be a shock" to ARAMCO's Board of Directors, 
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According to Mr. Duce, Shaikh Abdullah Tariki, Director General of 
Mining and Petroleum Affairs, is reported to have said on October 6 that 
Saudi Arabia was ready to sign a concession agreement with the Japanese. 
It was not clear what concession area was involved, but Tariki indicated 
that he had agreed with the Ruler of Kuwait on a mutual arrangement 


He referred 


to “many mistakes" in the Saudi-ARAMCO relationship which would he 
corrected in the arrangement with the Japanese. 


"skinning the Japanese", 


He said that he was 


In response to a question, Mr, Duce expressed 


his feeling that the 50-50 principle was out of the window, 


judgment, 


In response to Mr, Newsom's inquiry as to whether the Japanese 
could do the job, Mr, Duce said that one should not make a hasty 


If the Safaniya field extends into the Neutral’ Zone offshore 


area, they would have a profitable operation from the start no matter 
what arrangement was made for splitting the profits. 


Qum Oil Field in Iran 


Mr. Duce reported that the second post-discovery well in the National 
Iranian Oil Company's Qum field had produced only water, 


CONFIDENTIAL 


* 


It was extended 
drilling and exploratory work that would involve losses for the companies, [* 


Mr. Knight 
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said that he believed this was the seventh well in the field, Mr. 
Duce added that it began to apvear as if there were only a small 
accumulation on tov of the structure. In any event, he said, it 
seemed premature to talk of building a +500 million pineline on the 
basis of the oil deposits found thus far, 
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Nr. Dohm described the trip he had just. commleted to Saudi Arabia, — 
Kuwait and London in connection with his comany's effortc to obtain a oO 
petroleum concession for the offshore area of the iuvait - Saudi Arabia Ol 
Neutral Zone in the Fersian Gulf. “J 


He said he had first #: to Saudi Arabia where he had conferred 
with the ‘tinister of Finand®, lioharmad Surur, and then with the Director- 
General of Petroleun Affairs, Abdullah Tariqi.e He explained that 

during a previous visit five weeks earlier he had been siven the oppor= 
tunity to negotiate a preliminary understanding but had not at that 

time wished to do so. When he talked to tiohammad Surur upon his return 
the liinister had indicated that the Government was stil]. willing to 
negotiate with Conorada. ‘iishen he saw larioi, however, Tariqi was very 
abrupt and indicated that he was not interested’ in negotiating with = 
Conorada although he would consider any proposal which Conorada micht = 
make, It seemed obvious to lir. Dohm, however, that Tariqi believed v3 
that no proposal would be as favorable-as that which had been made by I 
a Japanese sroup. lir, Dohm's arcuments that Japan might not have the 
experience to develop the area were brushed aside by Tariqi on the croundfera 
that the company could hire exverience, Tariqi also indieated that he 





VIZ 


had been in touch with the Ruler of Kuwait and that the two wow§d hope 
to coordinate any granting of concessions in the Neutral Zone. iso 
arg, He said he did not anticipate any vrolem over the fortigrn and 
g s@uthern boundaries of the area. a 
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Mr. Dohm said that he saw Tariqi a second time in Jidda and that 
while he was more friendly he did not change his position. Mohammad 
Surur, however, promised to get in touch with Conorada before any deal 
was finally made with the Japanese or with any other group. Mr, Dohm 
said that Surur had suggested he write him a letter setting forth the 
company's position, but Mr. Dohm felt that this might inject the company 
into’ the obvious dispute between Surur and Tariqi on this matter, 


On September 29 Mr. Dohm saw the Ruler of Kuwait who gave him 
further information on the Japanese offer to Saudi Arabia. The offer 
was a 65-35 deal, although the Ruler did not say whether this was on a 
profit sharing or a participation basis. One million five hundred 
thousand dollars a year was to be vaid for rentals and another million 
per year against the Japanese share of participation, The Japanese 
promised to complete the erection of a refinery by the time production 
reached 70,000 barrels. The Ruler did not say that he had been approached 
directly by the Japanese although the Japanese had visited Beirut while 
the Ruler was there, 


Mr. Dohm mentioned the Ruler's categorical statement that the oil 
rights on the islands off the Neutral Zone had been given to Aminoil 
and the Ruler would not discuss these with Saudi Arabia, Mr. Dohm 
commented that if the rights were not part of the deal, the deal would 
be less attractive. 


Mr, Dohm said he was awaiting further word from Mr. Kemp, the Ruler's 
representative in London, who said he would discuss both propositions with 
his group in New York before deciding upon the next move, 

Mr. Berry thanked Mr, Dohm for the information and promised to pro- 


vide Mr, Dohm with whatever facts the Department ice have on the 
composition of the Japanese group. 
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— ARAMCO brought ipwildcat near western boundary concession a ~ 
E October 12, 9 t of ne > 
REP with Abqaiq. Initial estimate 3,000 barrels a day with opt 
IRC gravity of 31.1 API. po 
DCL 0) 
CIA Embassy officer discussed strike with Tariki, Director ui 
Petroleum Affairs. Tariki elated and stated following: 
1) Strike makes "preferential area" around Riyadh potentially 
lucrative concession in addition indicating sizeable oil | 
potential unexplored area eastward toward producing ARAMCO 
fields. ats 
LL 
2) Believes many concession offers will be forthcoming 5 
"preferential area’! Does not believe ARAMCO will bid a 
would "contradict their 50/50 position". Added SAG may do 
something itself "preferential area". (This regard, ARAMCO 
officials state concession agreement would permit ARAMCO 
match any offer made take over concession if desired). 
3) Pending oil legislation now being expedited. Will - 
indicate clearly desires SAG re further oil exploitation 
all interested bidders. = 
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Mr. Knight telephoned to inform the Department that ARAMCO had oO 

x BE. ‘promising indications of petroleum in a new area seventy-five 1 
es east of Riyadh on coordinates 25° north and 8° east. He said — 
that their present drilling was on the edge of the ARAMCO cormession Oo) 
adjacent to the preferential area. ol 
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supject: Saudi Government Appoints New Arbitrator for Onassis Arbitration "i 


In view of your interest in Keeping currently informed on the 
status of problems affecting the NEA area, we wish to call to your 
attention the fact that the Saudi Government recently named a new 
arbitrator to the Onassis arbitration tribunal, and that the activity 
of this tribunal, suspended last spring by the death of the original 
Saudi arbitrator, is now being resumed. The new Saudi representative 
is Mahmud Hasan, first bgyptian Ambassador to the United Stetes in 
19,6. ographic information on Dr. Hasan is attached. He attended 
an tial meeting of the reconstituted tribunal in Geneva on October 
ws 1957. While the Saudis reportedly have suggested that, with the 

“death of their original arbitrator, it will be necessary to go through 
the entire proceedings again, Aramco sources report that it is more 
likely that the tribunal's award will be further postponed to give 

¢€ Dr. Hasan time to read the briefs and testimony, but that the final 
> S \ stages of the arbitration will then take place. On this basis, it 


GY might be possible for the tribunal to issue its award in approximately 
’ six months. 


Background on the Arbitration 
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You will recall that Mr. A. S. Onassis signed an agreement with 
the Saudi Government on January 20, 195), amended by two letters from 
Mr, Onassis dated April 7, 1954, covering transportation of Aramco 
crude oil in Onassis' tankers. Following energetic protests by Aramco 
that the Onassis Agreement would givé him a non-competitive position 
17 4 at rates higher than those of the regular tanker market, the company and '?) 
*, Aa the Saudi Government agreed in November, 195 to take the question to puff) 
, arbitration under Article 31 of the Aramco concession. The following FX 
ow arbitrators were named by the parties early in 1955: Bahjat Badawi Ma 
AY (Saudi Arabia); Saba Habashi (Aramco). These then selected a neutral he 
third party, a Swiss named M. Sauser—Hall as "referee". Consideration i aN 
of the arguments of the parties occupied this three-man tribunal in f: Wal 
Geneva, Switzerland until November, 1956 when oral hearings were com \. ™~ 
pleted and final briefs submitted. It had been expected that the find’. 9) 
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award would be announced by June 15, 1957, but the death of the Saudi "4 
’ $- ° 


arbitrator 
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arbitrator, Bahjat Badawi, on March 4, 1957 brought the activity of 
the arbitral tribunal to a halt. Despite Article II of the Saudi- 
Aramco Arbitration Agreement which specifies that a vacancy in the 
office of either arbitrator shall be filled within fourteen days, the . 
Saudi Government only announced the appointment of Dr. Hasan in 
September, 1957. 


Attachment : 


Biographic information on Dr. Hasan. 
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Diogrephiec Informetien on Sr. «-elaud hasen 


a 
BASAN, lah:nud HGOYPT 


.chmud Hasan, recently naned-rerregentative of the Seudi frubian 


Governnent on the Onassis crbitration voarde, hes been yotien Aubes= 
sador to the United States, Judre on the ‘ixed Courts of bpyzpt, anil 
sinister cf Social iffairs, ne wes in public service continwusly fro 


1918 to 1948 end held official positions intermittently from 1SL8 to 
1S52, Since lis semi oretiranent becinning in 1948 Hesen hes been enveved 
in.the management vnd adninistpation of a muncer of companies. The 
lotest.ovailacvle informetion (/pril 1956) lists him es Director of the 
AKilexendria WNavigetion Company. U.S. officials whe have worked with hin 
et the United Netions snd in tashireton teve described him cs honest 

and capable. 


iahnud Hesan was born in 1893 end studiec law et Fulad (now Cairo) 
University end et the University of Paris. After precticing law briefly 
in 1917 he became iaster of Ceremonies to the Sultan in 1918 2nd in the 
following year ws named Chef de cabinet to Prime tinister itushdi Peashe. 
Hasan na ale in the antisEritish Genonstrations of 1919 and is snid 
to heve become 2 "nominal" member of the afdist Party; however he wes 
never identified with active vefdists. From 1919 to 1925 Hasan was cn 
the Parquet of the ifixed Courts, end in 1925 he joined the diplometic 
corps. After servine in Faris, brussels, and Frague, he resigned from 
the foreign service in 1930 to accept an appointment <s dudge of the 
Mixed Courts. In 1936 he was nared:-inister to Sweden, Denmark, and 
Norway, end in 1938 became :linister to the United Stetes. shen the 
legation wes raised to embassy stetus in 196 he became Esypt's first 
Ambassedor to this gountry. During his ten years in jashington Hasan 
wes a delegate to a number of interretional conferences end leaded 
bgypt's delegation to the UN Generat assenbly in 19:7. 





In 1950 he served again on Egypt's UN General Asseubly Delegetion; 
in the same year he wes named to the Internaticnal Labor Office Com— 
mission on the Freedom of Associetion end to the UN Panel of Inguiry 


end Conciliation. In 1952 he served briefly as »inister of Sociel 
Affairs. 


Hasan is married and has three children. In eddition to Arabic he 
speeks French and English. 
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RECS ARAMCO TAX AMD ROYALTY PAYMENTS: THIRD QUARTER ee PONY SAB 


CANNNIGY AT IST 


heap The Sebiewing 2 is a tabulation of the ene tax and rerensy ai ‘oui Co ba 
Arabian American Oil Company (Aramco) to the Government of Saudi Arabia from July 

through Amber, 1957. a has made -these aria available to the Consulate 

General on a confidential basis 


ARABIAN AMERICAN OIL COMPANY GROSS TAX AND ROYALTY PAYMENTS TO 
THE SAUDI ARABIAN GOVERNMENT JULY THROUGH SEPTEMBER 1957 








July $7,165,221 $28,762,322 ‘* 
September 716,058 19,492,417 ‘4 27 ,308 475 


(1) on 1956 income 

(2) 4neludes $5,457,520 loan dated June 10, 1957, and $164,479 and $175,000 
articles 4 and 7 of the December 30, 1950 agreement 
‘yeyalty natural gas 
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NET FUNDS HRGRTVED DINEGTLY BY THE SANDI ARABIAN GOVEENMDT 
ARABIAN AMERICAN OIL COMPANY 


9125809 ,322 1B, . ast, 


Detailed figures, tnalading « statement ving the distribution of payments by 
currencies, are forwarded as enclosures to this despatch. 


FOR THE CONSUL GENERAL: 






ce: JIDDA ay 
En iff 


closures: Summaries of payments in 
Jaly, August, and Sep’ : 
3 copies to the 
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RMR TO: Secretary of State a 
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W Houston Texas oil independent J , arrived Jidda private “i j 
a plane October 27. Invited by Saudi business group discuss 3 
IRC wést coast oil c . Also interested sale port- 
DCL —s able dz well drilling Riyadh area. io 
lowing preliminary discussion Minister Finanee Surur xe 
CIA USunday and Director Petroleum Affairs Tariki Monday, departed oO 





S Riyadh today meet King. Undetgtood aerial maps various . 
‘potential concession areas being made available MECOM for : 


technical analysis in United States. 
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* Tir, Rentz said that the Saudi Arabian Government had now asked _ 
ARAMCO officially for a back payment of ‘}105,000,000 on the basis of I 
* Saudi Arabian claims that ARAMCO had sought to conceal its profits in eck 
the TAPLINE operation. Mr. Rentz said that ARAMCO had requested - CH 
arbitration under the appropriate clause of the concession agreement. N 
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DATE: November 7, 1957 


Saudi Arabian Request for Additional Retroactive Payment 
from ARAMCO 


~ Mr, James T, Duce, Vice President, ARAMCO 
Mr. Garry Owen, “Vice President, ARAMCO 
Mr. James Knight, Washington Office, ARAMCO 


William D, Brewer, NE 
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During the course of a brief call on November 7, Mr, Duce reported 
that the Saudi Arabian Government has now renewed its request, to ARAMCO 
for a retroactive payment of $105 million covering that portion of an 
alleged profit which was realized at Sidon, Lebanon, by the transit of 
oil through Tapline, In response to a question, Mr. Duce said that the 
problem was retroactive in nature only, since the company's agreement in 
the summer of 1956 to share Tapline's profits with the transit countries 
will take care of this problem for the future, Mr. Owen stated that 
ARAMCO's decision had been not to make this retroactive payment, but to 
refer the question to arbitration. The Saudi Government has been so 
informed, According to Mr, Owen, the ARAMCO arbitrator will be Saba 

Mr. Duce indicated that, in the end, the problem would probably 


Habashi, 
be solved by negotiated settlement between the government and the company 


rather than by arbitration, 
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‘Mr. James T. Duce, Vice President, ARAMCO Et 
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During the course of a brief courtesy call on Mr. Rockwell on oO} 
November 7, Mr. Duce mentioned that ARAMCO's comments on Persian Gulf N 
seabed problems had been delayed by the preoccupation of Richard Young, the ™ 
lawyer retained by ARAMCO for such matters, with the Aqaba problem. Mr. a 
Duce said that in Mr. Young's opinion the Saudi Arabian Government had a ~ 
very good case that Aqaba was a closed sea. In response to a question x 4 
from Mr, Rockwell, Mr. Duce indicated that the Saudi Arabians might be N 
prepared to permit merchant vessels to transit the Gulf of Aqaba to Eilat Ol 
provided the Saudi position that Aqaba was a closed sea was recognized. N 
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Mr. Duce, in confidence, told Mr. Newsom that he had been asked oat 
to remain as Vice President in charge of Governmental Affairs for C ir 
another year (until December, 1958) and that he would remain with I 
the company as a consultant after that time. He said that Mr, Garry ( 
Owen would replace him as Vice President in December, 1958. ‘He said ‘| 
Mr, Robert Brougham, now Financial Vice President, was being groomed mt 
to become President of the company and that he might shortly assume 
duties in Saudi Arabia, which would include both the financial and 
local government relations departments. 
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SUBJECT: Retail Prices, Taxes and Duties on Petroleum Products. EB 
= 


In compliance with the referenced instruction, the Embassy transmits 
herewith two copies of the Aramco "Master Products Price Schedule". 


The Arabian American 0i1 Company does not actively participate in 
the sale of petroleum products. However, the price schedule contains a 
"suggested retail price" which provides a realistic picture of retail 
prices for petroleum products. 


Aramco officials state retail prices fluctuate considerably. The 
transportation factor in the product price composition tends to justify 
rather frequent price changes. As an examphe, the recent tanker shortage 
made it difficult and expensive for the Company to transport products from 
Ras Tanura to Jiddae As a result of expensive tankers, Aramco found it 
necessary to recover additional expenses by increasing the local cost of 
products. Now that tanker rates have been reduced, Aramco has, of course, 
reduced local bulk prices. As another example, desert travel and the rate 
of consumption plays a predominant role in determining product prices at 
remote locations. 


LGEl-LL/Eg 


Very recently Aramco received approval from the Government to import 
aviation gasoline on a duty-free basis. Most of this product is consumed 
by customers exempt from the payment of duty. Most of the Middle East 
Airlines operating within the Kingdom, such as, Misr Air and Middle East 
Airlines are exempt from the payment of this duty. However, International 
Airlines, such as, KIM, TWA and Pan Am mist pay the duty to Aramced and 
théy in turn pay the amount of the duty to the Government. 


For the Ambassador: 
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Memorandum of Conversation " 
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DATE: November (16, 1957 
SUBJECT: Japanese Oil Concession in Saudi Arabia ste 
Mr. Harry Kern, former Editor of Newsweek : “4 
PARTICIPANTS: eae 
Mr, Lampton Berry, NEA ie 
Mr. David D,. Newsom, NE 2 
By 
& shen 
copies To: NEA(ce), NE(ce), NA(ce), FSD(ce), OLI(ce) @ 
0) 
ND 
Ol 
01 
uO 
Mr. Kern said he had just been informed that the Finance Ministry of \‘™ 
ee the Japanese Government was requesting the company's representatives who a 
ef negotiated a concession with Saudi Arabia to return and seek modification 
4 of certain clauses in the agreement. He understood the concession was . 
intended to cover the Saudi Arabian interest in the Saudi Arabian-Kuwait : 
Neutral Zone off-shore area. He knew nothing of any agreement between 0; 
the Japanese and Kuwait for the Kuwaiti interest in this area, “ 
Mr. Kern stated that the article in Petroleum Week on the Japanese 
ig %4 oil concession was, he believed, accurate, He said that the source of 
the article was probably James McPherson, adviser to the Saudi Arabian 
al 2 Government on petroleum matters, 
,? Mr. Kern said that the Japanese undoubtedly did not realize the problem 


AD’ which they would face in exploiting this concession, He said they were 
eg apparently able to raise initially $10 million and that $6 million of this at) 
would be required for the down payment to Saudi Arabia. He said that, nv 
nevertheless, it might take the Japanese and the Saudis two years or more o 
to determine that this concession was uneconomical and that during this ol Q 
time the fact that the Japanese had signed on these terms could seriously «4 QQ) 
embarrass other oil arrangements in other Arab states, ; 49 wu 
ai ‘ ~ 2! 
ms Mr, Kern said he had expressed to Mr, Kishi of the Japanese Ministry ?y\_G 
..of Economics his belief that such a deal as that made Hy: the Japanese could }~ 
“reflect adversely on Japanese business generally, Mr. Kern noted that the ae » 


oe tye = Japane se P25 ~ 
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Japanese desired to build a reputation for fair business practices 

throughont the world. Mr. Kern stated that the only consultation which 
the Japanese had carried out with other oil interests was done in a very 
naive manner, He said that a representative of the Japanese company in 
Tokyo had lunched separately with representatives of Caltex and Stan-vac 


and had asked them how the Japanese company could arrange to join the 
international oil cartel. 
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EUR Director Petroleum Affairs Tariki departed Riyadh immediately 





NEA following return from Baghdad Conference November 15. ARAMCO 00 
FE sources informed principal purpose sudden trip protest directly 0 
P to King against Foreign Minister Surur's "interference" petroleum. = 
UOP matters. Tariki in talk with ARAMCO officials specifically 2 
IRC expressed pique at Cities Service and other American companies N) 
DCL "going over my head" in discussing concessions. Tariki refers ol 
to Surur derisively as "sinking ship". Ol 
OCB . ON 
USIA Presence Tariki Riyadh also coincides final stages Japanese be 
CIA negotiations Kuwait neutrol zone eoncession rumored delayed this, _, 
long by lack Japanese legal expertise, higher SAG percentage ' 
demands reported to be 56 percent and difficulties Japanese wai 
raising bonds for SAG as prerequisite granting concession. ao 
ol 
Another major deterrent final signing reported set for November N 
20 possible misgivings Ruleb Kuwait. 
CWD: LOS-2 . 
Note: Reference in this message ee 
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In the review of this file this item was removed because access to it is 





v 
restricted. Restrictions on records in the National Archives are’ stated 
in general and specific record group restriction statements which are 
available for examination. The item identified above has been withdrawn 


because it contains: 
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Ec SENT DEPARTMENT 266, KMWAIT 6, REPEATED INFORMATION JIDDA 248. BB 
DCL ARMACO's Manifa wildcat between Safaniya and Ras Tanura has good % 
.., Show of ofl 25 feet above Arab zone structure . Gas up in | 
— 16 minutes o11 in 19.° Pressure 275 pounds. First report this a.n 
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Action all 15341 E =] 
NEA é . November 27, 1957 S 
Info. | ROM: Dhahran 6:50 a.m. a fe 
TO: Secretary of State Bs 
ss NO: 269, November 27, 1 p.m. aE 
7 n 
SP r P : by 
C SENT DEPAR' 269; REPEATED INFORMATION JZDDA 251. oy 
iP ‘ 
P Robert L. es, President of ARAMCO, advi/sed CONGEN today ne 
UOP of his retirement January first. » currently iE 


UMSA Executive Vice President, becomes President as of January 

E first. Post of Executive Vice President will thereupon 

IRC fall temporarily vacant. Thomas Barger becomes Vice Presi- 

DCL dent as Assistant to the President. Mr. and Mrs. Keyes 
plan leave Dhahran on or about December 15. Significant 

OCB = Barger's :20«year career wholly with ARAMCO and never with 


USIA any parent company. 
SCHWINN 


NAVY EAL:CV/1 


4EL2-1I/egge*ygag 


O 
4 
Q 
>» 
tra 
Oa 
A 
ry 
2 
. 
“< 








PERMANENT mull be Feturnedto RM contra 7 DU 1 FRO | 
RECORD COPY This copy must be returned to RM/R central files with notation on takene 








» 


AIR POUCH UNCLASSIFIED 


PRIORITY (Security Classification) 


FOREIGN SERVICE DESPATCH 









_DO NOT TYPE IN THIS SPA 


SI bua, RES 1) 30 









FROM : AmConGen, Dhahran 


DESP. NO. 


THE DEPARTMENT OF STATE, WASHINGTON. 


A, 
suBJECT: Employees of Catar Petroleum Co, Strike for Six Days 


~The Consulate “eneral is informed that the Catari staff on the Qatar Petroleum | 
Company (QPC) staged a strike from Friday, November 72, 1957, until a settlement 

was reached on Tuesday, November 26, which permitted resunption of work the next 
following day. Production probably did not suffer, although the effect of the 

strike on the Umm Said marine terminal is not presently known here, 


ey) 
CY) 
ran! 
> 
The strike was avparently entirely industrial and did not have political over- a 
tones nor were political slogans used, . Ny 
1@)) 
(@)) 
C! 
~ 
— 


For the past three or four years QFC has chosen to give increments of pay 
during the month of November to its 4,000 man Qatari labor force, This year the 
company did not grant the raise which the employees had come to regard as a right. 
As might have been exvected, the eniplofees were unhappy. Although they have no 
labor union or other organization to represent them, except for the Government Labor 
Office under the general supervision of Sheikh Ahmed bin Ali Al-Thani, brother of 
the Ruler, the employees! dissatisfaction took the form of a strike, The channels a 


of communication used by the workers is not clear-but they seem to have contacted oO 
Sheikh Abdullah Atiyah, who is simultaneously the Ruler's Labor Representative and Ol 
a member of the @PC personnel department (see Condes 25 of Sept. 17, 1956), and md 


Sheikh Abdullah acted as the workers' spokesman, 


The workers! demands appear to have been fourfold; a wage increase, premium 
pay for overtime work, increased transportation allowance payments, and entitlement 
to ride company buses toward their home villages every week instead of every fourth 
week, 


As explanation for the last two items, it should be mentioned that the Dukhan 
vroducing field and the general offices and marine terminal at Umm Said are in 
sparsely populated areas, Therefore the workers live in camps, which are bachelor 
type only, and travel at intervals~to their homes, mostly near Doha, The company 
pays a transportation allowance to assist trisctravel, ‘In addition the company 
vrovides buses from Umm Said to Doha (a ride of about two héurs by bus), each em- 
ployee being permitted to use the bus every fourth Friday. i 







ers whose 
» just sat 
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On Friday, November 22, all the workers; ifi@luding wae shee 
type of job requires that they work on laine is for most a ay re, 
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about the camp. Althourch the full effect of this demonstration was not felt tee | 
the next dav, the comnany was alerted to the fact that it had to cove with a reneral 
strike of its envlovees, 


CPC promotly offered a compronise vrovosal vis Uheikh Abdullah, but doubt hes 
been.exoressed as to whether their snokesman bothered to vass this initial offer 
on to the tiorkers, 


The external ancearence of the strike is not presently known to the Consulate 
Generel but whatever vlacerds or Cemonstrations were employed, it is rot believed 
that there were any sirens of violence on ‘he vart of the workers nor repression 
by the ruler. 


The settlement agreed uvon Tuesday avoids a freneral pay increase bub instead 
vrovides an additional higher in-grade vay stev be edded to the lowest :uy rade 
so that the pay steps of this rrade are now, per day, 6 lupvees, 6 1/h :uvees, 

6 1/2 Pupees, 6 3/4 upees (about 5 Fupees equal +1), The possibility of combin- 
ing the two lowest rprades so that the primary gradd could vay uv to 7 1/2 Rupees 
is to be studied, Overtime pay at greater than straight time rates has apparently 
not been granted. The present 60 Itupees ver month transportation allowance is 
continued, The scheme of a bus triv every four weeks is also continued but there 
will now be a 10 Tunee additional nayient on each of two of the intervening week- 
ends, - 


FOR THE CONSUL GENERAL: 


Carsten D,. Muller 
American Vice Consul 


Department please pouch covies ts: 
' Jidda 
London . 
Kuwait 
Kherramshahr 
Basra 
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CT: Japgatan Petroleum Concession in Saudi Arabia 
“ev I> aan \ 5 
: / e\ ‘ 


PARTICIPANTS: Mr. Christian Dohm, President, Conorada O11 Company 
NEA - Mr. Lampton Berry _ ; 2 ‘ 
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Mr. Dohm referred to his previous conversation with Mr. Berry 
regarding the efforts of his company to obtain a concession for the 
off-shore area of the Saudi Arabian Neutral Zone. He now reported 
that his company's offer had been unacceptable to Saudi Arabia and 
that on December 9 the Saudi Arabian Cameil of Ministers had decided 


to sign an agreement with the Japanese and Mohammed Surur signed for 
the Saudi Arabian Government the same day. 


Mr. Dohm reported that he had talked with Mr. Kemp, the London 
representative of the Ruler of Kuwait, to see if Kuwait was still in- 
terested in receiving an offer from the Conorada Company. Mr. Kemp 
had assured him that Kuwait had made no commitment to the Japanese 
and that the Ruler was still willing: to receive offers. 


Mr. Dohm said that the agreement which Saudi Arabia had apparently 
signed with the Japanese was largely identical with an earlier draft 
which Mr. Dohm had in his possession. Mr. Dohm promised to send a 
copy of this draft to Mr. Berry from New York. Mr. Dohm commented 
that the agreement seemed to be ambiguous in many places and appeared 
to have been drawn up by inexperienced people. One important part of 

F 2 agreement, for example, is subject to two interpretations. This 

e section dealing with the payment of royalty. Mr. Dohm said 
ek Abdullah Tariki had assured him that the 20% royalty payments 
were to be applied to the 56% tax and that the 56% represented the 
maximum that Saudi Arabia could receive.. On the other hand, oO 
Mr. Dohm believes that Surur and other officials in the Government} 
are under the impression that the royalty payments are to be aa = 
addition to the 56% tax. 
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Mr. Dohm reported that the agreement called for a $3,000,000*down 
payment; of this amount, a reported $1,800,000 is to be considered 
rent for the concession area. The remainder of the sum can, under 
the agreement, apparently be applied to future profit or can be used 
by Saudi Arabia as payment for participation in the company. The 
Government has an option to buy up to 10% interest. 


One of the major weaknesses of the agreement in Mr. Dohm's view 
was a provision that the initial exploration period will be limited 
to two years and is renewable for another two years at the Government's 
discretion. Mr. Dohm believed that even four years would be too 
short a time for a full exploration and determination of the value of 
the area. He said that at the minimm the area contained 1,500,000 
acres. He said that another weakness of the concession is that the 
north and south borders are uncertain, the Median Line of the Gulf 
is uncertain and the sovereignty over the islands off the Neutral 
Zone has not beenfully established. 


Referring back to the efforts of the company to bid on the 
Kuwait half of this concession, Mr. Dohm said that he had told 
Mr. Kemp that Conorada considered the area to be very attractive and 
would be willing to go beyond the 50/50 division of profits. He 
said he indicated to Mr. Kemp that the company could either give the 
Ruler an interest in the concession or go beyond the 50/50 division. 
Mr. Kemp made it clear that the Ruler would prefer to go beyond the 
50/50 division. Mr. Dohm said that whether he submitted a proposal 
would depend upon the agreement of the Continental Oil Company, one 
of the partners in the Conorada group. If Continental agreed, this 
would mean that 75% of the Conorada stock holders were prepared to 
make an offer. If the group submitted a proposal to the Ruler of 
Kuwait, the proposal would be on the basis of a 60/40 split of the 
profits. Mr. Dohm said he realized this was breaking the 50/50 
' pattern, but he felt it important from the standpoint of Western 
interests generally to try to keep the Japanese out. 


Mr. Dohm made these other observations on the Japanese concessions: 


Abdullah Tariki told an associate of the Conorada Company that 
the Japanese would sell whatever oil they found to Red China. This 
was considered one of the strong arguments which Tariki made in 
selling the Japanese deal to the Saudi Arabian Government. 


The Japanese group, which has obtained the concession, controls 
no distribution facilities. If tley-did not sell in Red China, they 


could probably not obtain new markets in Asia without breaking the 
World Price structure. 


The Conorada offer .. 
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The Conorada offer was, in Mr. Dohm's opinion, rejected partially 
for political reasons. The rejection indicates the strength of a 
strong faction which is advising King Saud not to tie his country too 
closely with the United States. 


It will probably require about $7,000,000 in a two-year period to 
explore the concession area. 


As he left, Mr. Dohm asked whether the Department could bring 
pressure to’ bear on the United Kingdom not to approve any deal be- 
tween the Ruler of Kuwait and the Japanese. Mr. Berry promised to 
look into the agreemént-hetween the Ruler and the British on this 
matter and to see what the Department could appropriately do. 


he WMA, 12/12/57 
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Mr. Knight telephoned to report that an important new oil m= 
discovery had been made in the Manifa Field 120 miles northwest j 
of Dhahran and 8 miles from the coast. The discovery was made 1 
in the Arab strata. The production rate has not been estimated; airs 
the gravity of oil is 28 degrees, ~“ 
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L Reference memo of conversation December 4 Benest, Newson and Ba 
INR Brewer. , 

EUR 0 
E CONGEN officer has made most discreet check, without reference o@Q 

DCL/C ‘British interest, on ARAMCO operations tn Rub Al Khali. 0) 
Results indicate reference group not (repeat not) ARAMCO. ai 

Four groups now in Rub Al Khali, 3 west 50th parallel. ND 

Fourth group now eastfof 52nd parallel and has never been oO 

north of 21 degrees 30 minutes. Has not (repeat not) been ol 

north of 21 degrees in past six months. ON 
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Mr. Duce called to present his personal thoughts on how the 
United States and the West might assist Saudi Arabia in putting 
its financial house in order. He said that ARAMCO officials in 
Saudi Arabia had recently reviewed SAG's financial problem with 
Zaki Saad and Anwar Ali of the International Monetary Fund. 


Mr. Saad 
had stated that he had presented King Saud with a program of financial 


reform based on a budget balanced at a sufficiently low figure to 
permit liquidating..official and private banking indebtedness in two 


years at the rate of $60 million yearly as well as providing sufficient 


cover for the currency issue. However, Wr. Saad had added that the 


success of his program depended on the availability of from $90 to 


$100 millions of outside aid, He had suggested that this sum be made 
available by ARAMCO in the form of a $50 million advance » a new $26 
million tax assignment and the {21 million December royalty and tax 
payments. Mr. Saad had said that he had King Saud's assurance that 
his financial reform program would be implemented. 


Mre Duce said he was inclined to think that Zaki 


mad was correct 
in his estimate of the need for up to $100 million in offsite assist- 
ance. However, ARAMCO is in no position to carry the burfen alone 
or to take action quickly. The Company is currently fac 
claim for 


the differential between the Sidon and i Persian Pyle prices. 
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This claim has been submitted to $rbitration. In addition SAG has 
requested a $0 million advance and a significant acceleration of 
tax paymentse ARANCO is reluctant to provide any financial help 

unless it can be linked to a working fiscal reform and the accept- 
ance by: SAG of the trading company arrangement amon; other things. 


lire Duce opined that the United States covernment had a preat 
interest in seeing SAG's financial house put in order and was in a 
much better position tran AnAMCO to urge the necessary reforms. He 
addec. that unless effective reform is forthcoming we are likely to 
be faced with a loss in confidence in the currency which could well 
lead to the downfall of the present regime, to which there appears 
to be no alternative acceptable to western interests. 


ur. buce suggested that, if it was determined that SAG required 
w10U million and if effective reforms were instituted, it appeared . 
possible that ICA, the #x-Im Bank and New York commercial banks 
might cooperete to raise the necessary Outside assistance. The 
Departuwent officials raised tie question of the possibility of 
utilizing the Bank ana Fund to araw togetner the sources of financ- 
ing. br. Luce replied that he had been giving some personal thought 
to tie prospects of forming an international vanking syndicate to 
handle this problem. In fact he was of the opinion that SAG's needs 
Ought to be financable on a private commercial basis provided certain 
guarantees could be worked out. Repayment covld conceivably be made 
within three years by setting aside ten cents a barrel of the twenty- 
one cents a barrel royalty being paid to SAG. ir. Duce indicated 
that he intended to take up this idea with Bank and Fund officials, 
mentioning President Black in particul:r. (Note: James Knight 
phoned the reporting officer a few days after this conversation .to 
say that itr. Duce had talked with President Black who had seemed 
quite rece-tive to his idea.) 


_ Mr. Kenneoy said the Department appreciated lir. Luce coming 
by to present his ideas on the Saudi Arabian financial problem. 
Just prior to departing Mr. Duce opined that Surur would resign 
from his post as Finance tiinister in the near future to take a 
position in a private commercial bank wi.ich he had helpea organize. 


(Note: Mr. Knight has recently reported that Zaki Saad is due 


to return to Washington around mid-January, while Anwar Ali should 
be back by the end of Janvary.) 
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